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This is the first issue of our life insurance paper, 
and it is fitting that we should explain the lines 
which we will follow in editing this journal and 
what we hope to accomplish through its publica- 
tion. 

In publishing “Best’s Insurance News,” now in 
its seventh year, and covering fire, marine and mis- 
cellaneous classes of insurance, our primary idea 
has been to present only what may be called the 
“credit news” of the insurance business; that is, 
items affecting favorably or unfavorably the finan- 
cial standing or reputation of the companies or 
associations reported upon. In brief, we consider 
important only those items in any way bearing 
upon the desirability of policies of insurance which 
may be offered to our readers. . 

The same general policy will be followed in edit- 
ing “Best’s Life Insurance News.” Little space 
will be given to matters of merely passing and 
general interest, but we will endeavor each month 
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to report all important changes affecting the desi- 
rability of policies of life insurance. Editorially 
we will discuss matters applying generally to the 
companies, associations and orders only when they 
may tend to affect life insurance as a whole in the 
manner indicated above in explaining what we 
will print in regard to individual companies. 

No advertisements of insurance concerns will be 
accepted. Like our fire insurance publications, our 
life insurance annual and monthly will be sup- 
ported wholly by the subscriptions of those who 
benefit from their use. We are convinced that in 
no other way can absolute freedom of action be 
secured by the editor. Our publications exist for 
the purpose of furnishing exact information regard- 
ing the condition, methods, history and reputation 
of insurance concerns of all classes. It has long 
been apparent to us, as it must have been to many 
who will read this article, that merit has little to 
do with the inclusion or exclusion of matter affect- 
ing individual companies as printed by the ordi- 
nary insurance journals, supported mainly, if not 
almost wholly, by the advertisements of the insti- 
tutions upon which they find it necessary from time 
to time to comment. Facts detrimental to adver- 
tisers are suppressed or glossed over by many in- 
surance journals; and it is most rare to find one 
of them endorsing new companies, new methods 
or new policy contracts unless accompanied by 
advertising patronage. 

To insurance institutions large and small, legal 
reserve, assessment or fraternal in form, we extend 
an invitation to furnish us with information of the 
character indicated above concerning their opera- 
tions for frank and honest review in these pages; 
and if, in spite of all possible care, we be fouiid 
guilty of sins of either omission or commission, 
we stand ready to make cheerful correction upon 
being advised of the facts. But no true statement, 
however damaging, will be retracted or modified 
under the influcace of either threats or cajofery. 

We earnestly solicit the assistance of our readers 
and all others interested in clean insurance prac- 
tices in our effort to make this journal as valuable 
to the life insurance fraternity as is our other 
monthly publication to the fire insurance fraternity 
and others interested in fire insurance matters. 





THE MUTUAL LIFE AND NEW YORK 
LIFE ELECTIONS. 

Every policyholder (barring, perhaps, some of 

the officers whose principal object in life is to pro- 

mote their own interests) in the Mutual Life of 





+ New York and the New York Life Insurance Com- 


panies is anxious to vote for the ticket the election 
of which will best conserve the interests of all the 
policyholders. Voting began on October 18th and 
will continue until December 18th. In the Mutual 
Life three tickets are in the field, viz., the Admin- 
istration, the United Committee’s ticket and the 
Selected Fusion ticket. The choice lies, apparently, 


between the Administration and the United Com- » 


mittee’s tickets, the other having very little hope 
of success and evidently being merely a “feedc>” 
for the Administration ticket. The personnel of 
both the leading tickets is good, and in our opinion 
the voting, if intelligent, must be based upon the 
principles involved rather than a detailed consid- 
eration of those whose names appear upon the 
tickets, though their affiliations in business and 
finance are in many cases interesting and sugges- 
tive. The United Committee’s ticket, which is 
backed by the International Policyholders’ Com- 
mittee, is handicapped by the fact that its general 
counsel, Samuel Untermeyer, does not enjoy the 
confidence of many well-posted and substantial 
business men. He has been long identified with 
“high finance,” and it will be recalled that he was 
one of the counsel of James Hazen Hyde in the 
early days of the squabble between Hyde and 
James W. Alexander, then President of the Equi- 
table, which led to such disastrous results for the 
officers of the “Big Three” and their personal fol- 
lowing. Before the facts were known, Untermeyer 
stated that when the public knew all the details 
concerning Hyde’s connection with the Equitable, 
he was convinced that it would agree with him that 
he had been guilty of nothing that could be con- 
demned upon either legal or moral grounds. Judg- 
ing by the subsequent verdict, Mr. Untermeyer lost 
his case in this instance. At the same time it is 
impossible to believe that the men composing the 
International Policyholders’ Commitee are wholly 
self-seeking in their efforts to elect this ticket; 
while the administration of the Mutual Life since 
the ousting of the McCurdy regime has been 
marked by a cynical disregard of public opinion 
and business ethics which is astonishing in its 
effrontery, considering the events of the past eight- 
een months. So far have the officers transgressed 
in this direction that we are reluctantly compelled 
to conclude that it is the duty of every policy- 


J 


holder of the Mutual to put an end to their activi-.. 


ties by the election of the opposition ticket. 


We have reached this conclusion only after long 
tllought. We have given due weight to the fact 
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that temporary inconvenience might follow a com- 


plete change in the personael of the management | 
of a great company like the Mutual Life, but if 


the policyholders do not elect their ticket this year 
they never will elect it; and, on the contrary, if 
they do elect their own candidates this year and 
they disappoint those who elect them, then, en- 
couraged by their success this year, the policy- 
hoiders themselves will oust their own nominees 
to put in those who will really represent the in- 
terests of the rank and file of the company’s 
members. 

A single instance out of the great mamy which 
could be selected will serve to illustrate the temper 
of the present administration; its determination to 
have its own way regardless of any opposition, and 
its apparent lack of a proper conception of business 
integrity and fair-dealing. It will be remembered 
that the so-called Truesdale Committee included 
Stuyvesant Fish, then President of the Illinois 
Centra! Railroad Company. After the Truesdale 
Committee had made considerable progress in 
prosecuting its inquiries into the inner workings 
of the Mutual Life, Mr. Fish requested that cer- 
tain inquiries be addressed to all of the trustees. 
President Peabody refused to make these inquries, 
and when Mr. Fish insisted that they should be 
made by the committee over the veto of Mr. Pea- 
body, he was voted down and resigned. The sequel 
is found in the action of the directors of the Illinois 
Central, which recently deposed Mr. Fish from the 
presidency of that railroad, after neariy twenty 
years of conspicuous service, though E. H. Harri- 
man, who dominates the policy of the Illinois Cen- 
tral, strenuously denies any connection between the 
two events. Fish was accused by the directors 
under the Harriman influence with entering into a 
conspiracy to the detriment of the stockholders, 
whose rights Mr, Harriman and his associates pro- 
fess zealously to cherish. Discussing this matter, 
“The Evening Post,’ of New York, a paper par- 
ticularly well-posted regarding financial matters, 
stated editorially on November 8, 1906: 


“Who were engaged in this conspiracy, and why? 
Harriman’s first motive is obvious. The Illinois 
Central would be useful to his Union Pacific com- 
bination; he had not been able to buy it up, and 
he could not control it with Fish in the presidency. 
A glance at his agents in the undertaking carries 
the question of possible motives considerably 
further. It was Charles A. Peabody, President of 
the Mutual Life, who last February, as soon as the 
investigating committee’s inquiry approached the 








trustees themselves, answered their demand: ‘I 
do not feel that I am called upon, or, indeed, have 
any right, to conduct such an inquiry as you ask 
me to make.’ It was this same Peabody who, 
when Stuyvesant Fish pressed for a thorough in- 
vestigation, used his position in the Illinois Cen- 
tral board to propose counter-resolutions investi- 
gating Mr. Fish. It is Peabody’s name which 
appears along with Harriman’s on the agreement 
of July 27, by virtue of which Harriman has now 
been able to capture the Illinois Central from Mr. 
Fish. As if to render all further doubt in the public 
mind superfluous, the resolutions yesterday were of- 
fered by a member of the Mutual Life investigating 
committee who had refused to support Mr. Fish’s 
line of inquiry, and were seconded by Peabody. We 
are bound to say that the playing of such a role, 
under any circumstances, by the president of a 
mutual life insurance company, is a grave scandal; 
and that when the public believes that it was Har- 
riman’s own associates at whom the Mutuals 
blockaded inquiry was aimed, it cannot be blamed 
for inferring a second and sinister motive in the 
Illinois Central episode.” 


It may be that to elect the opposition ticket will 
simply be “out of the frying-pan and into the fire,” 
but we doubt it. In any event, it seems that the 
only rebuke which the Mutual management can be 
made to feel, viz., that of ousting from office the 
various officers, should be administered by the 
policyholders, whose interests have been so little 
considered. 


The apparent connection between the so-called 
‘Colgate Committee and the administration of the 
Mutual Life was neatly exposed recently in the 
following manner. Our authority is the “New 
York Times”: 


Dr. Edwin Wayle, of Dallas, Texas, wrote to the 
International Policyholders’ Committee, stating 
that an agent of the Mutual called at his (Dr. 
Wayle’s) office, asking how he was going to vote, 
and made some memoranda on a white card, on 


which Dr. Wayle’s name and address appeared. 
Not long after Dr. Wayle received from the Colgate 


Committee a lot of literature attacking the policy- 
holders’ ticket, and supporting the administration 
ticket; but the effect was somewhat spoiled by the 
fact that the original card, upon which Dr. Wayte 
had observed the agent of the Mutual making 
notes, was enclosed with the matter which was 
mailed to him by the Colgate Commitee. Comment 
is superfluous. 
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The New York Life. 


In the case of the New York Life it is more 
dificult to give an opinion. Those in a position 
to know do not believe that the conditions in that 
company are any better than in the Mutual, but 
the officers of the company conduct their opera- 
tons much more shrewdly and accomplish their 
ends with less newspaper notoriety than those of 
the Mutual. In the case of the New York Life, 
however, the present official list shows far less 
change since the exposures of the Armstrong Com- 
mittee than that of the Mutual Life. In other 
words, the officers and many of the directors who 
were in responsible positions at the time of the 
improprieties brought out by the Armstrong inves- 
tigation are still officers and directors and are seek- 
ing re-election. 

The broad argument outlined above applies here 
also, but, it must be said in justice, with less force. 
That its officers will not hesitate to distort the 


facts, when they consider it necessary to do so for 


their own protection, is shown by their prepos- 
terous statement that the great sum of money now 
being expended in the vote-hunting so actively 
under way at the present time was not furnished 
by the company, but by its agents personally. The 
expenditure of money for electioneering purposes 
is prohibited by the recently enacted laws of this 
State, but it is a trifle too much to expect any sane 
man of insurable age to believe that the immense 
expenses of the administration campaign for re- 
election are being borne by the agents of the com- 
pany personally. We believe that here, as in the 
Mutual, a thorough house-cleaning would be salu- 
tary and for the best interests of the policyholders 
as a whole. 


One argument advanced by the modest gentle- 
men now occupying official positions in the Mutual 
and New York Life is that if they are not re- 
elected their places cannot be filled. This is ab- 
surd. There are many life insurance men of ability 
and sterling integrity connected with the smaller 
companies who could discharge larger cuties in 
connection with larger companies to their own and 
the policyholders’ satisfaction. 


What seems to us a vital tactical mistake, if 
nothing more sinister, is the failure of the Policy- 
holders’ Committee, or its nominees, to announce 
its candidates for the principal offices of both com- 
panies. This would be the strongest possible proof 
of the sincerity of its motives in this campaign. It 
is not yet too late to rectify this omission. The 
final result may yet be materially affected. 





REPORT OF THE INDIANA INVESTI- 
GATING COMMITTEE. 


A special committee, composed of Warren Big- 
ler, Auditor of State; James W. Noel, a Republi- 
can, and W. D. Durborow, 2 Democrat, on behalf 
on the Indiana Legislature, was made public late 
in October. It will be recalled that David E. Sher- 
rick, the former Auditor of State, defaulted, and 
the above committee, originally appointed to in- 
vestigate the Auditor's office, eventually extended 
its investigation to all of the Indiana life insurance 
companies. 

The committee was appointed October 24, 1905, 
and its report is addressed to Governor ]. Frank 
Hanly of Indiana. Many of the practices of sev- 
eral of the companies are most severely condemned, 
though the committee makes it clear that it con- 
siders the companies solvent. The report also says 
that some companies in other States are “guilty of 
vices equally bad.” 

The committee comments upon the small salary 
paid to the Actuary of the Insurance Department, 
who, it was found, has frequently done work for 
and received compensation from life insurance 
companies operating in the State, a condition 
which should not exist. Later we will discuss the 
recommendations of the committee, which include 
the establishment of an Insurance Department. 


“Preliminary Term” Condemned. 


The committee condemns the “preliminary term” 
valuation, saying: 

“We believe that new premiums on new insur- 
ance should receive economical care, and that 
savings in mortality for the early years and any 
excess in the expense loading should be husbanded 
for the benefit of the insurance which produced 
them and should not be wasted extravagantly for 
the reason that there is no immediate demand upon 
such savings. Neither should the surplus accumu- 
lated from insurance of long standing be wasted 
in an attempt to secure new business not necessary 
either to the solvency or the success of the com- 
pany.” 

Commuted Premiums and Pre-Dated Policies... 

The report recognizes that these schemes are 
sound actuarially, but are improperly used by some 
of the companies. The report says: “The vice of 
policy loans for commuted premiums and in the 
case of pre-dated contracts consists particularly in 
the varied and numerous species of deception of 
which it is susceptible of employment. Unless the 
agent is much more candid than the ordinary soli- 
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citor of insurance, the assured is deceived as to. the 
value of two or three apparent advantages when 
he enters into such a contract.” 


The report goes on to comment upon the fic- 
titious character of both the assets and the liabili- 
‘ ties created by this plan. The report says that a 
very large percentage of the assets of several of 
the companies is composed of these fictitious policy 
loans, the ratio of such loans to the total assets of 
several of the companies being as follows: 


Reserve Loan Life Ins. Co......... 76.40 
LeCUGE Ete BMA GOs. 6 cos ik cces cei 50.00 
Meridian Life & Trust............ 80.00 
Interstate Life Ins. Co............ 64.2-3 
Intermediate Life Ins. Co......... 72.50 
American Central Life Ins. Co..... 41.00 
ONte Tae BE. Gi oes ces 0a RS 21.50 


The report goes on to say: 

“There is no doubt that bona fide policy loans, 
representing cash transactions, if kept within the 
actual accumulations to the credit of the policy, are 
a perfectly legitimate, safe and profitable invest- 
ment for the company. We believe, however, that 
policy loans written in such large quantities as are 
noW possessed by a number of Indiana companies 
are a source of danger and embarrassment to the 
company, and a means, whether used or not, of 
deception and fraud upon the part of unscrupulous 
representatives of the company. 

“We believe that the Legislature should put a 
limit upon the proportion of the assets of any legal 
reserve company which may be invested in policy 
loans, either actual or/fictitious. We think that no 
more than 20 per _ of the assets of any com- 
pany would be so Ynvested. 


“A larger percentage would mean a very un- 
thrifty class of policyholders in the one case, or an 
immensely inflated statement of assets and liabili- 
ties in the other case.” * * * 


Guaranty Funds. 


Several of the Indiana companies have Guaranty 
Funds, representing money advanced for promo- 
tion. The report deals with the method of redeem- 
ing these funds, which are supposed to be repaid 
only from the surplus accumulations, and not to 
be a liability against the general assets. The report 
points out that if these Guaranty Funds were 
charged among the liabilities several of the com- 
panies would be insolvent. It is shown that the 
surplus of the Central Union is considerably larger 
than its Guaranty Fund of $18,500, which we will 
add, was shown in the statement used in preparing 


special privileges. 





fs 
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our full report for our 1906 volume, under the head- 
ing “Other Liabilities.” The $5,000 Guaranty 
Fund of the Lafayette Life is guaranteed by the 
Tippecanoe Securities Company, which is selling 
its policies. The repayment of the Guaranty Funds 
of the following companies is postponed until they 
can be safely taken from their surplus: 

Indianapolis Life, 

Intermediate Life, 

Majestic Life, 

Meridian Life and Trust, 

Reliable Life. 

The Guaranty Funds and surplus of these com- 

panies are shown to be as follows, using the latest 
statements: 


Guaranty 

Company. Funds. Surplus, 
Indianapolis Life ........ $29,000.00 $25,431.04 
Intermediate Life ........ 57,850.00 51,207.26 
Interstate Life ........... 400,000.00 208,099.55 
PEMIOMERS EMIO 5 ovo cesiinn c's 33,800.00 32,451.83 
Meridian Life & Trust.... 58,433.83 31,950.35 
Penne LAO sos ck ive KAR 43,000.00 29,206.92 


The report says that all these funds bear interest 
of from 7% to 10%. © 


The Delusion of Special Contracts. 


The specious special contract scheme is severely 
condemned. All but two of the Indiana companies 
have made use of this plan, two of them, the Lafay- 
ette Life and the Central Union Life, having issued 
special contracts with every policy; which has its 
ludicrous side, as it is immediately apparent that 
no one can gain cny advantage thereby, since all 
hold these contracts entitling them to the alleged 
The committee reports that a 
very small percentage of the people holding these 
special contracts perform any service whatever in 
return for them, which means that, in effect, it is 
simply a rebating scheme. 

The increasing cost of these contracts has be- 
come a cause of anxiety to some of the companies. 
The report says: 

“The cost to the companies who have had ‘special 
contracts’ outstanding for a number of years, how- 
ever, has grown to such proportious that it is 
raking a dangerous inroad upon the portion of the 
current premiums which can be legitimately de- 
voted to expense, and strenuous efforts are being 
made to secure cancellation of many of the most 
expensive contracts and the substitution therefor 
of some different form of insurance contract.” 

The Lincoln National Life stopped writing 
special contracts July 31, 1906, and the Liberal Life 
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has also discontinued this practice. An interesting 
table shows the percentage of the total business of 
the companies carrying special contracts, as fol- 
lows: 


Proportionate Amount of Insurance Carrying 
Special Contracts. 


Percentage 

of in- 

surance 
Amount insurance Total carrying 

with special insurance’ special 
Company. contracts. in force. contr’ts. 
ee errs $37,515,000 $80,001,000 46.8 
Mer. Life & Trust.. 6,090,000 7,401,695 81.7 


American Central .. 14,909,250 
Reserve Loan Life. 11,683,400 


20,000,000 74.5 
13,209,519 88.4 


Lafayette Life ..... 4,750,000 4,750,000 100.0 
Lincoln Nat. Life.. 1,267,000 1,681,000 75.4 
Reliable Life ...... 1,927,000 1,952,000 98.7 
Majestic Life ..... 669,000 744,000 89.9 
Central Union Life. 2,754,500 2,754,500 100.0 
Intermediate Life.. 1,283,000 1,703,000 75.3 
Liberal Life ....... 1,480,750 2,154,850 68.6 
Interstate Life .... None. 

Indianapolis Life .. None. 


It is shown that the absurd estimates of profits 
used by many of the companies in connection with 
the special contracts and similar schemes have 
fallen far short of realization. The summing-up of 
the committee is very interesting, and reads as 
follows: 


“We think it is apparent from the foregoing data 
and detailed descriptions that the Indiana com- 
panies have, in their anxiety to secure business, 
issued a large number of contracts carrying ex- 
traordinary obligations which will, as time goes on, 
make a more and more embarrassing draft upon 
the fund which the companies could otherwise 
legitimately save to surplus. It is apparent that 
the cost of these contracts increases as the amount 
of business written within the specified time accu- 


mulates, and as the issue of special contracts are 
written to their full limit. That some of the com- 


panies appreciate the great draft which is to be 
made upon their resources by this class of busi- 
ness is shown by the strenuous efforts being made 
to substitute different contracts for them at any rea- 
sonable cost. It is evident that the companies in 
their early anxiety to make a large showing of 
business failed to anticipate the inevitable mathe- 
matical results of these contracts. 

“They may apologize for and explain to them as 
they will, but the fact remains that the estimates 
upon which they were sold were absolutely impos- 





sible of fulfillment to the policyholder, thereby 
bringing to him year after year disappointing re- 
sults, while, on the other hand, the unfair advan- 
tage actually secured to the holders of special con- 
tracts will accumulate to such amounts as will, 
from year to year, embarrass and discredit the busi- 
ness and methods of the companies. It is only the 
proverbial ‘reaping of the whirlwind.’ ” 


Comments on Agency Companies, 

The exaggerated estimates of profits in connec- 
tion with the stock of agency companies, by means 
of which both the stock and policies were sold, 
came in for their share of caustic criticism. 
A great deal of space is given the scandal in con- 
nection with the State Agency Company, which is 
mentioned in more detail on another page of this 
issue in our report upon the State Life of Indiana. 
The report says: 

“The companies were, all of them, organized for 
the exclusive purpose of taking over contracis 
afterward made to them by the insurance com- 
panies, for which they took the exclusive agency. 
The officers of the insurance companies have in all 
cases been either directly or indirectly responsible 
for the incorporation of the agency company.” 

It further says: 

“Some of these agency companies have employed 
utterly unscrupulous methods, both in the sale of 
stock of the companies and in the sale of insurance 
under their contracts.” 

Speaking generally regarding the agency system, 
and specifically regarding the State Life, the report 
Says: 

“The agency company manipulation is founded 
on the fact that insurance premiums of preliminary 
term companies are so high that there is room for 
immense profit between the contract commissions 
secured from the insurance company and the actual 
cost of getting business from the field agents. It is 
borne out of the ‘expense fund,’ and there -it gets 


all its profits, if any. The rise of such institutions . 


is the final word in the argument that the expense 
loading in level premium preliminary term busi- 
ness is in excess of all honest demands of companies 


having volume of over $20,000,000. It is apparent § 


that the field agents write business for much less 
than the corporation’s contract price. The renewals 
of 744% to 11% are largely profit to the agency 
company, for it is the experience of old companies 


that it only costs 114% to collect renewals in In-— 


diana. The margin made off the field agent and 


the profit in renewals—these are the source of — 


profit to the new corporate creature. 
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“The insurance companies entering into cuch 
contracts have in all cases maintained a well paid 
agency department. Mr. Quinn was paid $20,000 
in 1905 and receives $16,000 in 1906. Mr. Van Lan- 
ingham, whose organizing ability was lauded in 
State Life literature, was employed by the State 
Agency Company at $10,000 a year, and doubtless 
could have been employed by the State Life In- 
surance Company at that salary. The agency busi- 
ness should have been organized and supervised, 
not by a new corporation, but by the company it- 
self, and all the profits predicted to the State 
Agency Company by Messrs. Quinn et al. should 
have been secured to the insurance company which 
could have paid salaries to secure the services of 
efficient State organizers. The local organizations 
could have been better and more honestly made in 
the name of the home company than in any other 
way. 

“The officers of the State Life who encouraged 
the promotion of the agency companies made writ- 
ten statements recommending the stock as a very 
profitable investment. They evidently forgot that 
it was their duty to prevent the diversion of such 
profits from the policyholders, and that they could 
not in good conscience permit such profits to be 
made out of premiums by strangers. 

“When, on July 31, 1906, Mr. Quinn, trustee, 
vice-president and agency manager of the State 
Life, was offering to serve the agency company for 
one year wthout compensation, and guaranteeing 
8% and 10% dividends on $359,550 face of capital 
stock, and states that the members of the 
board of the insurance company were joining 
him in practically a guarantee of such divi- 
dends, he was committing himself and them to a 
wrongful diversion of profits repugnant to good 
conscience, and in violence of their high duty as 
trustees of the policyholders. It was their duty to 
make profits for the company and not for strangers. 


“There are many reasons, both moral and pru- 
dential, which require that the insurance company 
should retain direct control over all the field force. 
When serving an agency company field agents have 
not that direct responsibility to the insurance com- 
pany of which they should always feel the burden, 
and the agency company, which is a stranger to 
the insurance company in that it is dealing with it 
for profit, has not that interest in the credit and 
final success of the insurance company which con- 
scientious trustees must feel. There should be 


direct responsibility of the agency force to the in- 
surance company itself, and the insurance com- 











pany should exercise close supervision over its 
work in the field, which is its direct contact with 
the public. 


“This committee is convinced that the provisions 
in the contracts of the State Agency Company and 
of the Great Western Agency Company, providing 
for the payment of renewal commissions of 714% 
to the companies upon business which they had 
nothing to do with writing, is a fraud upon the 
policyholders whose premiums are thus taxed for 
the benefit of strangers. Such an arrangement is 
in direct violation of the well-settled principle of 
life insurance that all insurance written in different 
periods of time should be entirely self-sustaining. 
It was represented by solicitors for State Agency 
stock and by printed literature circulated by them 
that the renewal commissions on existing Indiana 
and Illinois business would amount to over $28,000 
per year to the agency company. 

“We think this is such a fraud upon the holders 
of such insurance as to vitiate the contract, and we 
believe it the duty of the Auditor to prevent the 
carrying out of such fraudulent provisions, if neces- 
sary, by proceedings in court to restrain the com- 
mission of unlawful acts by the insurance company. 

“We believe that these contracts are so ruinous 
in their terms, both as to first year commissions and 
renewal commissions, that the company must, in 
order to compete with economical companies, aban- 
don them entirely in the course of time. The in- 
surance department of the State of Indiana should 
have such additional power conferred upon it as 
would vest it with authority to prevent unfair, dis- 
criminative and excessively expensive arrange- 
ments of this sort.” 


Excessive Cost of Insurance and Management 
Expenses. 

The report says: 

“The investigations of this committee have con- 
vinced us that the cost of life insurance to the pub- 
lic is too high, and for the following particular 
reasons: 

“1. The expense of management, agency com- 
missions and other operating expenses are gen- 
erally uneconomical and excessive in a degree that 
would not be tolerated in private business. 

“2. Investments, as a rule, are much more profit- 
able than they are required to be in the calculation 
of insurance rates. 

“3. The mortality tables upon which premiums 
are computed have not been revised to conform to 
the mortality under better living conditions than 
existed at the time they were formulated.” 
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The committee submits a table showing the 
management expenses of the various companies, 
which it does not consider excessive, except in the 
case of the State Life and the Interstate Life. To 
quote: 

“An expense ratio of 20% of the total income is 
equal to the ratio shown by many of the American 
companies which are economically managed. The 
ratio of 42.27% and 51.1% are excessively high in 
comparison with the ratios of the great majority 
of American companies of respectability. The 
State Life Insurance Company and the Interstate 
Life Insurance Company are the only Indiana com- 
panies which report a gain and loss exhibit to any 
department, and it was ascertained from reports 
made in States requiring such exhibits that the 
State Life, in 1905, expended an amount 21% in 
excess of the expense loadings in its premiums, and 
the Interstate spent 36% in excess of the expense 
loadings in its premiums. These excesses were, of 
course, expended from surplus which accumulated 
from profit and savings from different sources. 

When, however, we have analyzed the state- 
ments of our home companies and have separated 
the actual assets from the so-called policy loans, 
and have ascertained what portion of their income 
has been actual income, we find the ratio of ex- 
pense very much greater. It is so high that it must 
be subjected to severe criticism. For instance, it 
appears that the State Life insurance Company 
spends 42.5% of its entire cash income, the Reserve 
Loan Life 5534% of its entire cash income, the 
Liberal Life 58.6% of its entire cash income, the 
Meridian Life and Trust 68% of its entire cash 
income, the Interstate Life 85.6% of its entire cash 
income, and the American Central 49.5% of its 
entire cash income for management expenses, in- 
cluding department fees and taxes, and excluding 
property taxes and all so-called fixed charges. 

“These ratios of expense are extravagant in the 
extreme, and can be justified on no plausible 
ground. 

“The ratio shown by the Intermediate Life In- 
surance Company, 113%, is expained by the fact of 
a reorganization, and that it had been doing a 
legal reserve business for only fifteen months when 
it made its last annual report. All of the remain- 
ing companies are over seven years old, excepting 
the Liberal Life, which is five years old. Their 
organization expenses are well behind them, and 
these large ratios of expenses to actual income 
have no explanation, excepting the high price paid 
for business, and, in the case of at least two com- 





— 


panies, salaries which are greatly excessive consid- 
ering the volume of business of the companies.” 
Heavy Expense Encouraged by Preliminary Term 


Valuation. 


An interesting table shows that in practicaliy 
every case those companies which make use of the 
Preliminary Term basis of valuation show a very 
much higher expense ratio than those valuing on 
the level premium basis. In some cases the Full 
Preliminary Term companies show from two and 
a half to five times the percentage of expense shown 
by the full reserve companies. 


Recommendations. 


The report recommends, among other things, the 
creation of a department in the charge of a com- 
missioner of insurance and banking, with a suff- 
cient equipment of expert assistants to insure good 
work. The gain and loss exhibit is recommended, 
and the separation of cash and note income and 


disbursements. Policy loans should be limited to 
not more than 20% of the cash income of a given 


year, and discrimination in any form prohibited. 
The whole contract should appear in the policy, 
and standard forms of policies fixed by legislation 
are recommended. Deferred dividends should be 
prohibited, and no company permitted to write 
both participating and non-participating insurance. 
Expenses should be limited, as should be the in- 
terest paid upon Guaranty Funds. There should 
be legislation regarding elections of directors of 
mutual companies. Subsidiary companies should 
be prohibited, and a law similar to that recently 
enacted in this State regarding lobbying is strongly 
recommended. Many other recommendations are 
made, but these appear to us to be among the more 
important. 





THE COMMITTEE OF FIFTEEN. 


The Committee of Fifteen, composed of insur- 
ance officials, met in Chicago in November and 
discussed questions affecting the life insurance 
business. From the press dispatches we gather 
that sixteen new laws have been drawn up, the 
adoption of which by the various States will be 
urged by the insurance officials. It is stated that 
the proposed new acts may be summarized as 
follows: 

A standard policy act, which provides six forms 
of uniform policies for use by all life insurance 
companies. 


An annual apportionment act, which requires | 


life insurance companies either to pay annual divi- 
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dends or credit the amount earned to the different 
policyholders. This act limits the amount of sur- 
plus which the companies are permitted to retain 
in their treasuries. 

An act prohibiting discrimination and rebating 
between agents and policyholders. 

An act prohibiting corporations from acting as 
agents of life insurance companies. 

An act regulating the election of directors of 
mutual life insurance companies. 

An act prohibiting the publishing of estimates 
and illustrations which misrepresent the terms of 
any policy or the benefits or advantages promised 
thereby. 

An act prohibiting life insurance companies from 
making any kind of political contribution. 

An act forbidding insurance companies from ex- 
pending more than $5,000 for any specified purpose 
without the consent of the board of directors. 


An act prohibiting life insurance companies from 
paying any officer a salary in excess of $50,000 an- 





_ as 


An act regulating the investment of life insur- 
ance company funds. 


An act making the policy the entire contract be- 
tween the interested parties. 


An act defining the status of the persons who 
solicit life insurance. 


An act prohibiting life insurance companies from 
issuing participating and non-participating policies. 

An act regulating the disbursements of life in- 
surance compaities. 


An act regulating companies run on the life 
assessment plan. 


An act regulating the retirement of the capital 
stock of life insurance companies. 


These recommendations, if adopted, would go 
far toward remedying evils existant to-day in the 
life insurance business. When the complete report 
of the proceedings of this committee is made public 
we will make more extended comment upon its 


nually. 


work 








American Assurance Company, 
Philadelphia, Pa. 


No report was printed by us upon 
this company in our 1906 volume be- 
cause we then understood that it wrote 
only accident and health insurance. 
We now understand that it also issues 
policies providing for a funeral benefit, 
and we therefore present its financial 
statement, as follows: ‘ 


ASSETS, DECEMBER 31, 1905. 


Loans on bond and mortgage. $8,642 66 
Stocks and bonds owned...... 126,880 84 
Loans on collateral security.. 7,500 00 
Interest accrued............... 1,624 64 


Cash in bank and office....... 4,538 26 
Gross premiums in course of 
collection 





TOTAL ASSETS............. $154,646 88 


LIABILITIES, DECEMBER 31, 1905. 
Estimated liability on pending 








RE oa $3,943 11 
Unearned premiums (reinsur- 

OED TED. 5 ski dra dic bie sdbce 10,920 97 
Commissions and brokerage... 1,092 10 
Reserve on twenty-payment 

and mercantile policies...... 4,172 00 
oe ere rrr ere oe 627 54 

TOTAL LIABILITIES, ex- 

A ee eee $20,755 72 
CAPITAL PAID IN........... 100,000 00 
PERSE DUPE oi vk. a ck kd kccs a 33,891 16 

PME | dein d 4044 dd aU Ra ee $154,646 88 


The company was organized in 1898 
and licensed to write health, accident 
and funeral benefit ‘insurance. It re- 





We are not ad- 
it is licensed in any 
other State besides Pennsylvania, its 
home State. The company has ignored 
all our requests for details regarding 
its condition and operations. 


cently entered Illinois. 
vised whether 





American Central Life Insurance 
Company, Indianapolis, Ind. 


The report of the special commission 
which has been investigating the In- 
diana life insurance companies, which 
is discussed fully elsewhere in this is- 
sue, showed that this company’s lia- 
bilities exceeded its assets by the sum 
of $31,120.49. This the company denier 
in a circular letter sent to us under 
date of Nov. 3, 1906. It claims that the 
alleged deficit does not exist and is 
shown Only by errors in computing its 
reserve liability and the value of se- 
curities on deposit with the Auditor of 
State in accordance with the law of 
Indiana, and that since the report was 
made it has increased its deposits with 
the Auditor of State more than $85,000, 
making them much more than required 
by law. We will promptly report any 
further action taken by the Insurance 
Department of Indiana in connection 
with this matter. 

The report of the special committee 
has the following to say regarding this 
company: 

“It therefore appears that the ratio 
of operating expense, both to income 
and to total disbursements, is as fol- 
lows: 

‘* *The operating expenses are 21.3% of 
the entire premium income; the operat- 


j 


| 








ing expenses are 51.9% of the entire 
cash received from premiums; the 
operating expenses are 49.5% of the 
total cash income; the operating ex- 
penses are 85.5% of the total cash dis- 
bursements for the year.’ ”’ 

The report calls attention to the large 
sums paid to officers in 1905, which it 
considers excessive, but which have 
been reduced for 1906, and are now 
definite salaries instead of commissions. 





American Guaranty Company, Chi- 
eago, Ill. 


This is an investment concern which 
attaches to its certificates a rider pro- 
viding that in case of the death of the 
contract holder all the money paid in 
shall be refunded to his legal represen- 
tatives. The Insurance Commissioner 
of Minnesota has called this to the at- 
tention of the Attorney General of that 
State, holding that this is in effect 
traasacting the business of life insur- 
ance. On November 14 the Commis- 
sioner advised us that the Attorney 
General had not yet entered an opinion 
covering that point. 





fmerican Life Insurance Company, 
Tampa, Fla. 


‘This company advises us that up to 
August 31 of this year it had written 
in Florida approximately $1,000,000 of 
paid-for insurance; that it will enlarge 
its territory after January 1, or at such 
time as it secures $5,000,000 in paid-for 
business, 

It also stated that on December 31, 
1905, its gross assets were $50,166.65. The 
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net reserve was $1,500 on ordinary busi- 
ness of $50,500 and industrial business 
of $82,272. No surplus was paid in when 
the company was organized in 1905, but 
the entire capital of $500,000 is sub- 
scribed subject to call, and $50,000 of 
the capital was paid in in cash. 

In our report upon this company in 
our annual volume for 1906, the state- 
ment was made that it reserved upon 
the “full preliminary term basis,” 
which we always criticised. This is an 
unfortunate clerical error. The com- 
pany does not reserve upon the full 
preliminary term basis. In this and 
in its other actuarial methods the com- 
pany is unusually conservative and de- 
serving of praise. 


The company furnished us with sam- 
ples o , ited pay- 
ment life and regular endowment poli- 
cies, besides which it writes a policy 
payable at death or as an endowment 
at age 70. All the policies provide for 
annual dividends. 


The following brief comments are 
upon its limited payment life policy, 
which is very fair in its provisions. It 
provides after two full years’ premiums 
have -been paid in cash for the follow- 
Ing options, which are guaranteed, any 
indebtedness of the insured to the com- 
pany being deducted from the given 
values: 


First—Cash surrender value within 
sixty days after lapse and upon the 
legal surrender of the policy. 

Second—Loan values after two an- 
nual premiums have been paid in cash, 
provided the premium has been paid to 
the next succeeding anniversary of the 
policy. The policy must be assigned 
and interest is charged payable in ad- 
vance at the rate of 5% per annum. 

Third—-Paid-up insurance is granted 
on application within sixty days after 
lapse of policy, and is non-partici- 
pating. 

Fourth—Extended insurance is grant- 
ed without participatiun in the profits, 
and this provision is automatic, as it 
should be. 

The insured is given a choice of sey- 
eral cash settlements at the end of 
given periods, together with any unpaid 
dividends, and at such time any indebt- 
edness to the company shall be deduct- 
ed from the amount payable. At death 
the amount of policy is paid either in 
full or in instalments provided that the 
latter form of settlement has been duly 
applied for in writing previous to the 
occurrence of the claim. 

The policy does not fix any time limit 
for filing proofs or instituting suit, and 
claims are payable “upon receipt of 
satisfactory proof of the death of the 
insured.” 

The contract is incontestable for any 
cause after one year from date of issue 
except non-payment of premiums. 


Within one year the company will pay 
in case of suicide whether sane or in- 
sane only the computed reserve upon 
this contract. The insured may change 
his beneficiary at any time upon appli- 
cation, provided the policy uas not been 
assigned. The contract is without re- 
strictions as to travel, residence anc 
occupation (excepting act of military 
service in time of war). 

Annual dividends are paid upon this 
policy provided the next succeeding 
year’s premium has been paid by the 
member, and they may be used by the 
insured in the following ways: 

First—The reduction of the premium 
for the succeeding year. 

Second—In cash, provided all pre- 
| miums have been paid as required un- 
der the terms of the policy. 

Third—In purchasing additional in- 
surance, payable with the policy. De- 
ferred dividends are also provided for 
if the insured wishes. 

The insured may be reinstated at any 
time after the lavse of his policy pro- 
vided he furnishes satisfactory evi- 
dence of good health and pays all back 
premiums with legal interest thereon. 
A grace of thirty days is allowed for 
the payment of all premiums, without 
interest, except the first. 





American Mutual Life Insurance 
Company, Chicago, Ill. 


This company has not yet completed 
organization, but is making consid- 
erable progress, and it is expected that 
it will be ready for business in Decem- 
ber. George W. Riggs and his asso- 
ciates have retired from the company, 
and Mr. Riggs has retired from the 
life insurance business. W. R. Payne, 
formerly connected with the Chicago 
Life Insurance Company, which rein- 
sured its outstanding risks in the Fed- 
eral Life of Chicago in September, is 
now active manager of this company, 
instead of John E. Meyers, who, how- 
ever, remains with the company in a 
subordinate position. The list of stock- 
holders includes a number of substan- 
tial men, but so far as we know there 
is no underwriter of broad experience 
in the life insurance business con- 
nected with it. 

The proposed deal by which this 
company was to reinsure the business 
of the Western Life Indemnity Com- 
pany was abandoned. 





American Mutual Life Insurance 
Company, Elkhart, Ind. 


It is reported that the president and 
secretary of this concern, which went 
into the hands of a receiver in June, 
1906, have been indicted charged with 
perjury and that the treasurer and 





manager has been indicted for sub- 





ornation of purjury and embezzling 
funds belonging to the company. It 
was an assessment life association, 
which commenced business in 1886. 





American Mutual Life Insurance 
Company, Oklahoma City, Okla. 


Early in October, 1906, a deal was 
completed by which the business of this 
company was reinsured by the Kansas 
City Life Insurance Company of Kan- 
sas City, Mo. This company was small, 
but started out under favorable aus- 
pices and had reputable local backing. 

The Kansas City Life Insurance Com- 
pany is a legal reserve concern, and on 
December 31, 1905, it had net assets of 
$357,636.74, with $100,000 paid-in capital 
and $27,459.14 surplus over capital and 
all other liabilities. It is a small con- 
cern, but somewhat larger than the 
American Mutual of Oklahoma, and in 
the main we have been able to report 
favorably upon it, though there are 
some features of its plans which we felt 
it necessary to criticise. On the whole 
the reinsurance arrangement is advan- 
tageous to policyholders of the Amer- 
ican Mutual Life. 





American National Life Insurance 
Company, Detroit, Mich. 


This company was incorporated in 
September, !906, with $250,000 authorized 
capital of which $100,000 is stated to be 
paid in in cash. It plans to issue the 
usual forms of life and endowment pol- 
icies, writing only on the non-partici- 
pating plan. It has substantial local 
backing. 





Bankers Life Insurance Company, 
New York, N. Y. 


The following extraordinary letter 
was recently sent to an insurance man 
who was looking after the estate of a 
deceased friend, who held a policy of 
$3,000 in this company, which policy 
contained _no condition justifying the 
company in attempting to force the 
proposed reduction. The letter follows: 

“Replying to your favor of the 27th 
inst. we would state that the reason 
for our deducting $97.56 from the face 
of policy No. ——, issued on the life of 
the late , is that during the 
past five years this company has not 
earned any dividends either for its pol- 
icy or stockholders, and inasmuch as 
they were not earned they were neces- 
sarily illegally paid and an adjustment 
is now being made in this connection 
with the whole of the company’s pol- 
icyholders. The full force of this will 
be seen from the following: 

“On Dec. 31, 1901, the company’s sur- 
plus to policyholders was $285,000. Dur- 
ing that year it paid to policyholders 
dividends amounting to $5,000. On Dec. 
31, 1905, the surplus was $28,000 and dur- 
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ing that year it paid to policyholders 
$49,000 under the guise of dividends, and 
eredited a sum almost equally large. In 
other words, as the surplus was de- 
pleted, the dividends were increased. 
This necessarily brought about an en- 
tire change of management in March of 
this year, since which time the com- 
pany’s condition has been considerably 
improved.” 

We requested the company to make a 
statement regarding this extraordinary 
demand, writing it the letter printed 
below, on November 11, 1906, but up to 
the time of going to press we had re- 
ceived no reply, which does not increase 
our belief in the company’s good faith: 


“We have before us a letter written 
to your company to the representative 
of a deceased policyholder regarding 
a reduction from the face of the policy, 
claim having been made upon you. You 
state that illegal dividends were paid 
during the last five years and that an 
adjustment is now being made with all 
of your policyholders. It would ap- 
pear to us that there is absolutely no 
warrant in law for this attempted re- 
duction from the amount due, and fur- 
ther that if illegal dividends have been 
paid, then the directors who declared 
these dividends or permitted them to 
be credited on the books to policy- 
holders, and not the _ policyholders 
themselves, should be made to suffer. 
It is, of course, apparent that it will be 
impossible for you to reach all of the 
policyholders who may have been af- 
fected by the alleged illegal dividends, 
many of them having dropped out of 
the company; and in many other ways 
it would appear that any attempt to re- 
coup the dividends now stated to have 
been illegally declared, must result 
in injustice to the present policyhold- 
ers. It may be, however, that there are 
some facts connected with this matter 
of which we have no knowledge and we 
write this letter to give you an oppor- 
tunity of making us a statement in this 
connection. 


“Awaiting your further advices, we 
are,”’ 

Those in control of the company are 
apparently making every effort to re- 
coup the large contributions which they 
have been forced to make to the com- 
pany’s treasury in order to keep it 
alive. The exposure of the methods of 
those in control of this company by the 
Armstrong Investigating Committee 
should warn policyholders to look with 
Suspicion on any such propositions as 
the above, for which there seems to be 
no justification. 


Under date of November 16th, reply- 
ing to an inquiry from this office, the 
Superintendent of Insurance of New 
York wrote us as follows: 

“In reply to your inquiry of the 14th 
inst, would say: 








“The question as to the legality of 
the Bankers Life Ins. Co. to a reduc- 
tion in policy liability on account of 
dividends alleged to have been wrongly 
paid, is to be argued on an agreed case 
before the first department of the Ap- 
pellate Division of the Supreme Court 
now in session in New York City.”’ 





Buffalo Life Insurance Company, 
Buffalo, N. Y. 


In general the policies of this com- 
pany do not differ materially from 
those issued by other companies, ex- 
cept that an effort is made to separate 
the features of insurance and invest- 
ment. Most companies combine both 
features in a single policy. whereas this 
company, if an investment policy is de- 
sired, issues two separate contracts. 


The company has steadily refused to 
furnish us information necessary to 
prepare a report upon it and has gone 
so far as to threaten us should we com- 
ment upon its affairs in any way. Why 
it adopts this absurd position we do not 
understand, although its policy con- 
tracts are not particularly desirable, 
and its object may have been to pre- 
vent our reviewing them, from a disin- 
terested and unbiased point of view. 


We have ex imined and analyzed the 
company’s ordinary life policy which 
becomes an endowment at age 85. 


This policy provides for cash values 
also for paid up insurance, a clause 
providing for the payment of premiums 
in default, if any, from the reserve, if 
sufficient, reads as follows: 


“In case of de*ault in making any 
payment upon this policy when it be- 
comes due and while there is any sum 
in the cash value to its credit to con- 
tinue this policy in force, the company 
shall charge any such payment or pay- 
ments against the cash value and con- 
tinue its policy in force during the pe- 
riod of time set opposite the year in 
which default occurs; or the relative 
period of time for the intervening years 
not herein given, as stipulated in the 
‘Table of Results.’ Should the death of 
the insured occur while the payments 
are in default and while this policy is 
in force, any loan or payments in de- 
fault, with interest at 6 per cent. per 
annum during the period of default, 
shall be deducted from the amount due 
under this policy. 


‘While this policy is in force the in- 
sured may at any time, make payment 
of a sum equal to all the payments in 
default together with interest at 6 per 
cent. per annum during the .period of 
such default, and thereupon this policy 
shall be of the same force and effect as 
though no default had occurred.” 

When the cash value is exhausted, 
the policy becomes void. This is a com- 
mendable provision. 





Loans are limited to a cash value of 
the policy at the time the loan is made. 
Upon thirty days prior notice, the in- 
sured may surrender the policy at the 
end of any policy year and receive 
therefor paid up insurance, and “the 
amount payable shall be made in even 
dollars of ten.’’ This is ambiguous. 

The amount due under the policy may 
be made payable in five, ten, fifteen or 
twenty equal annual instalments pro- 
vided the insured makes such a request, 
and it is duly acknowledged and filed 
with the company. 

Claim must be made within one year 
after the death of the insured, an un- 
desirable feature. 

The policy states that, “if the death 
of the insured is not caused by extra 
hazardous occupations, acts or condi- 
tions as stipulated in the above class B 
and class C and while this policy is in 
force, then the amounts stated upon 
the face of this policy shall be due and 
payable.”’ In case of death while en- 
gaged in an occupation classed “Class 
B” or extra hazardous, the policy pays 
only 80 per cent. of its face; and the 
specified occupations are so varied, and 
likely to affect any business man, that 
we consider this a harsh provision. For 
instance: should the insured, whether 
sane or insane, die from any disease 
contracted or from any accident or in- 
jury received as the result of engaging 
temporarily or regulariy in any of the 
following ‘‘extra hazardous” occupa- 
tions, or many others, viz: hunting or 
inland fishing, prospecting or on any 
mining expedition, herder or keeper of 
horses, cattle or sheep, working with 
or about threshing machines, running 
an elevator, employee with any brew- 
ery or distillery, except in office, or in 
any similar trade or occupation not de- 
scribed but known in style as “extra 
hazardous,” herein designated ‘Class 
B,” the beneficiary would receive only 
80 per cent. of the policy. 

“Class C” risks are not assumed and 
the payments received by the company 
are returned in case of death. Should 
the insured, whether sane or insane, die 
from any disease cortracted, or from 
any accident or injury received as the 
result of engaging temporarily or reg- 
ularly in any extra hazardous occupa- 
tion such as any acrobatic or athletic 
performance, baseball or football play- 
ing, bicycle racing, automobile racing, 
boat racing, yachting or boxing, mak- 
ing, handling or transporting acids, or 
any other explosives, excavating, well 
digging, working on any elevated 


structure as builder or repairer, or on 
any bridge as builder or repairer, work- 


ing in or abcut chemical works, work- 
ing on any steamship or steamboat in 
any position, other than that of an offi- 
cer, or upon any sailing ship or sail- 
boat or while fishing on the Great 
Lakes or Ocean or on any exploring ex- 
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pedition, or through the act of any 
beneficiary, or if the insured shall use 
any alcoholic narcotics or other drug or 
substance, so as to impair the health 
or cause death thereby, or shall by any 
act of his or her own terminate this 
contract by committing suicide, “all of 
which extra hazardous occupations and 
conditions are herein designated as 
class C, then and in every such event, 
the amount due and payable under this 
policy shall be all sums which have 
been received as premium payments 
upon this contract without interest, not 
to exceed the amount stated upon the 
face of this policy.” 

Most of these “Class C” risks are no 
more hazardous than those stated in 
class B. Any person is liable to meet 
with some accident which might be 
placed under the above category and 
thereby lose 20 per cent. of the face 
value of their policy at least, and per- 
haps all but the amount they had paid 
in in premiums. The most hazardous 
risks have not been enumerated as 
they are about the same as those called 
hazardous by most conservative com- 
panies. A policyholder would have to 
be very careful and not indulge in the 
most ordinary and commonplace 
amusements, work or recreation. 

A much more favorable clause reads: 
“In the event of the death of the in- 
sured after five years from the date of 
this policy and while this policy is in 
force, a dividend of 20 per cent. of the 
reserve value then standing to the 
credit of this policy together with all 
dividends to its credit, shall be paya- 
ble in addition to the sum due and pay- 
able under the conditions of this 
policy.”’ 

Provision is made for change of bene- 
ficiary and also for assignment of the 
policy. 

The application is unusually severe 
in the warranties required of the in- 
sured, which are made a part of the 
policy. 





Central Union Life Insurance Com- 
pany, Indianapolis, Ind. 


Elsewhere in this issue will be found 
a review of the report made by the 
special commission which has been in- 
vestigating the Indiana life insurance 
companies. The report severely con- 
dems the “special contract and ad- 
visory board’’ schemes by which busi- 
ness has been secured by many of these 
companies and particularly refers to 
the fact that ALL of the business of 
this company has been secured by the 
special contract plan. 





Chicago Life Insurance Company, 
Chicago, Ill. 


The outstanding risks of this com- 
pany were reinsured by the Federal 
Life Insurance Company of Chicago by 











a contract taking effect September 22, 
1906, at 12 o’clock noon. The expense 
of developing its business resulted in 
an impairment of the capital of the 
company and the reinsurance deal fol- 
lowed. 

The Federal Life is an old line com- 
pany which began business May 5, 1900, 
as a joint stock company with a paid 
up capital stock of $150,000 and on Dec. 
31, 1905, it had a surplus over capital 
and all other liabilities amounting to 
$94,443.35. 





Columbian National Life Insurance 
Company, Boston, Mass. 


This company has made very rapid 
progress in building up its business, 
almost wholly because of its plan of 
offering options to purchase stock of a 
subsidiary company as an inducement 
to take insurance in the Columbian 
National. There is nothing intrinsical- 
ly objectionable in this plan, but the 
estimates of profits put out by the com- 
pany are in our opinion misleading and 
impossible of fulfillment. The follow- 
ing is a specimen of these estimates of 
dividend returns upon stock, united 
with illustrations of policy results, 
taken from “The Business of Life In- 
surance,” by M. M. Dawson: 

Guarantees and estimates on a $10,- 
000 ordinary life policy, with stock, on 
a life, age 47, twenty-year settlement, 
$416.10 premium, for twenty years: 


. fs ff eS. Sree $8,322 
GE Cre Tr ee 460 
Total paid in to company.......$8,782 


VALUE IN CASH. 
Guaranteed value of policy ... $4,370 00 
Dividend value of policy...... 4,990 00 
Estimated value of stock ..... 10,000 00 





Dividend value of stock ....... 2,000 00 
Total: value of policy and 
stock, and insurance for 

SWS WARES nai cnates cede $21,360 00 


Anyone familiar with the life insur- 
ance business, even though not an ac- 
tuary, can see at a glance that. the 
above estimates are improbable if not 
impossible of fulfillment, 

Of course as regards non-participat- 
ing policies in which everything is 
guaranteed, the arrangement between 
this company and the Agency Com- 
pany to which it has given a thirty 
years’ contract is of no importance, but 
those who have or are solicited to take 
out non-participating policies ‘should 
note carefully the estimate of profits on 
the stock which is sure to be offered 
with the policies, which estimate, as 
stated above, is apparently impossible 
of fulfillment. 

It is announced that after January 1, 
1907, the company will discontinue of 
fering options for the purchase of stock 
with policies. The insurance officials 





of several States have objected to this © 
practice, alleging that it amounts in — 
effect to giving a rebate and upon other 


grounds. The company has made an 
unprecedented record in placing paid- 
for business on its books and should be 
able to continue to show a satisfactory 
gain from year to year pursuing meth- 
ods which are not open to criticism 
from any source. There is no question 
that the company is solvent and it has 
very reputable backing. We have heard 
no criticism of the company upon any 
score except that of obtaining busi- 
ness by means of estimates of profits 
on stock and policies which conserva- 
tive insurance men consider to be im- 
possible of fulfillment. 





Commercial Life Insurance Com- 


pany, Indianapolis, Ind. 


This company advises us~that it was 
incorporated under the laws of In- 
diana on June 26, 1906, and on Septem- 
ber 22 stated that it had been licensed 
and had completed its organization. 
Although it is a purely mt.ual com. 
pany, it states that it will write only 
non-participating policies. It states 
that four persons connected with it 
have had each several years’ experi- 
ence in the insurance business. The 
company was promoted by an incor- 
porated concern called the Indiana Un- 
derwriters’ Agency. 

Its officers are as follows: President, 
Albert J. Heliker; Vice-President, Ed- 
ward A. Hendrickson; Second Vice- 
President, Charles L. Buschmann; Sec- 
retary and General Counsel, William 
A. Pickens; Medical Director, Dr, 
George D. Kahlo. 

The directors are: Buschmann, 
Charles L.; Hardin, Charles; Heliker, 
Albert J.; Kahlo, Dr. George D.; Pick- 
ins, William A. 





Conservative Mutual Life ang En- 
dowment Company, Wheel- 
ing, W. Va. 


This company was incorporated un- 
der the laws of West Virginia, October 
20, 1906. It had not begun business 
when this report Was written on No- 
vember 24. It is organized on the mu- 
tual assessment plan, but states that 
its premiums are adequate. It has not 
furnished us tables of the premiums 
charged, so that we are unable to pass 
upon this question of our own knowl- 
edge. The incorporators of the com- 
pany are as follows. C. F. Caldwell, 
wholesale grain and feed; W. A. Will- 
iamson, insurance; C. E. Peters, 
pharmacist; L. E. Rex, physician; H. 
Hubbard, physician; J. J. P. O’Brien, at- 
torney-at-law. 

The officers are as follows: Presi- 
dent, C. F. Caldwell; Vice-President 


and General Manager, W. Al. William- 
son; Secretary, Clem E. Peters; Treas- 
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urer, L. E. Rex, M. D.; Medical Direc- 
tor, H. Hubbard, M. D.; Counsel, J. J. 
P. O’Brien. 

The company, of course, begins busi- 
ness without any paid-in capital or 
surplus. 

A sample policy has been submitted 
to us. It makes “the articles of incor- 
poration and by-laws of this company 
and the warranties and the conditions 
of the application, together with the 
statements ani agreements made to 
the Medical Examiner” a part of the 
contract. Claims are made payable 
“within sixty days from the date of the 
approval of the proofs of death.” The 
policy also provides certain accident 
benefits, stated in the policy as fol- 
lows: ‘“‘This policy is issued with the 
mutual understanding that if the mem- 
ber holding the policy shall become to- 
tally and permanently disabled, so as 
to prevent the insured taking up or 
carrying on any gainful occupation, 
then the company agrees to cancel all 
future payments and issue paid-up in- 
surance for the full face of this pol- 
icy, provided the policy is free from 
any indebtedness, all the premiums 
having been paid up to the time of 
such disability.” 

A grace of one month for the pay- 
ment of premiums is given after the 
policy has been in force three months. 
Interest is charged at 5 per cent. per 
annum. During the period of grace the 
policy is void, however, and the com- 
pany reserves the right to require a 
certificate of health before reinstating 
it. This is a severe condition. 

Suicide, sane or insane, is a risk not 
covered during the first year of the 
policy. 

It also provides certain old age bene- 
fits and for paid-up insurance, though 
it is not very clear to us how it can 
furnish guarantees, being an assess- 
ment company. 

The beneficiary may be changed at 
will, the company requiring written 
notice to be filed with it and that the 
policy be endorsed. 

The policy nowhere specifically states 
that a member is liable to assessment 
for an amount in excess of the pre- 
mium paid; but as it is organized un- 
der the assessment law, doubtless this 
is included in the by-laws and charter 
of the company, which are made a part 
of the contract. This feature should 
be clearly set forth in the policy itself 
so as to leave no room for misappre- 
hension on the part of anyone pur- 
chasing it. 





Conservative Mutual Life Insurance 
Company, Charlotte, N. C. 


This company, formerly the Eastern 
Life Insurance Company of Washing- 
ton, D. C., after struggling since 1901, 
when it was first organized, to raise 





its capital to $100,000, has finally given 
up, and its license has been revoked 
by the Insurance Commissioner of 
North Carolina. Up to the end of 1905 
it had a paid in capital of only $20,000, 
and if its capital had been added to its 
liabilities at that time, it would have 
shown an impairment of $18,381.87. 

We understand that its business has 
been reinsured by the Southern Life 
Insurance Company of Fayetteville, N. 
C., which began business November 2, 


1905, with an authorized capital of 
$500,000, of which $150,000 was sub- 
ecribed. 


It is a legal reserve company, and on 
December 31, 1905, its total assets 
amounted to $105,145.03, the amount of 
paid in capital stock was $101,250.00, and 
its general surplus amounted to $399.51, 





Eureka Life Insurance Company, 


Richmond, Va. 


Our attention has been called to an 
error on page 452 of our Life Insurance 
Reports for 1906. The above company 
was classed in our statistical tables as 
an assessment association of Virginia. 
We have a brief report upon the com- 
pany, however, on page 88 of the vol- 
ume among the “legal reserve’’ com- 
panies where it rightfully belongs. It 
commenced business March 1, 1906, with 
an authorized capital of $300,000, all of 
which we understand was subscribed, 
but only $20,000 paid in in cash. 





Fraternal Home, Hamilton, Mo. 


The outstanding risks of this frater- 
nal order were reinsured in August, 
1906, in the Kansas City Life Insurance 
Company a legal reserve company, 
which, on December 31, 1905, had total 
net assets of $357,636.54. $100,000 capital 
stock and a surplus over capital and 
all other liabilities of $27,459.14. 





Home Life Insurance Company ot 
America, Inc., Wilmington, Del, 
At a recent meeting of the stockhold- 

ers of this company the directors were 

authorized to place on sale ten thou- 
sand shares.of stock, par value $10, at 
$15 per share. When this company was 
organized funds for its preliminary ex- 
penses were advanced by the president, 
these advances amounting to about 
70,000. These are not a liability of the 
company, and the repayment of this 
amount is optional, being a moral ob- 
ligation only. It is planned to sell ad- 
ditional stock to enable the company 
to repay the $70,000 advanced by the 
president and leave it sufficient amount 
of new funds to justify it in extending 
its operations to considerable outside 
territory. The company has made 
very fair progress this year, and on De- 
cemver 31, 1906, aside from any funds 
produced by the sale of this stock, will 
show a gain of at least $10,000 in sur- 





plus. The company is a small one, but 
under reputable management and 
backed by substantial local interests. 

The par values of the company’s 
shares was formerly $25, but was re- 
cently. reduced to $10. 





Hoosier State Life Insurance Com- 
pany, Marion, Ind. 


This company, incorporated April 10, 
1906, under the laws of Indiana, re- 
ceived its license and began business 
October 31, 1906. George A. H. Shideler 
is president: D. H. Jackson is manager 


and secretary, and J. W. Neff is super- 
intendent of agencies. 


We have requested the company to 
send us data regarding its organization, 
financial condition and policy contracts, 
which will be added to this report if 
received before we go to press, or 
printed in a later issue. It has de- 
posited $25,000 with the Auditor of 
State of Indiana. 





Independent Order of Mutua] Aid, 


Peoria, Ill. 


This is a fraternal order which be- 
gan business in 1878. Its business has 
been reinsured by the American Home 
Circle of Springfield, Ill., which began 
business in 1897, and on December 31, 
1905, it had $5,853,750 insurance in force, 
and assets of only $10,557. The Inde- 
pendent Order of Mutual Aid took in 
nearly $80,000 during 1905, and at the 
end of the year had insurance in force 
amounting to $3,011,428. 





Indianapolis Life Insurance Com- 


pany, Indianapolis, Inds 


This is one of the Indi life in- 
surance companeis whic as not cen- 
sured by the special cgfnmittee, whose 
where herein. It 
Indiana companies 
which have}no#f#made use of the im- 
proper ‘“‘spe contract” plan, which 
was severely criticised by the commit- 
tee, and properly so. The committee 
found its expenses to be reasonable, as 
we stated in our 1906 volume. 












Intermediate Life Insurance Com- 
pany, Evansville, Ind. 


Elsewhere in this issue will be found 
an extended comment upon the report 
of. the special commission which has 
been investigating the Indiana lifé in- 
surance companies. This mission 
carefully} investigated t matter of 
‘guaranty funds” or “promotion funds’’ 
advanced at the timé of the formation 
of companies orgénized under the In- 
diana law. T company has such a 
as not reported zs a lia- 
statement which we used 
of our report on the com- 
pany in our 1906 volume. The special 
committee reports that this company 
was required to change the form of the 
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guarantee fund notes that they can 
be redeemed only opt of the surplus, 
at a time sufficiently distant for safety. 
This change the cammittee reports has 
been made. The @xpenses were found 
to be high, but fhe committee consid- 
ered that this Avas due to the reor- 
ganization, and/the comparative youth 
of the company. It was found that the 
company had ured considerable busi- 
ness upon thé “special contract” plan, 
which was sfverely condemned by the 
committee the case of every com- 
pany making use of it. 

We prin a warning regarding this 
company’s policies in our 1906 book. 





Interstate Life Insurance Company, 
Indianapolis, Ind. 


Elsewhere in this issue will be found 
a review of the report of the special 
committee which has been examining 
all of the Indiana life insurance com- 
panies. The committee criticised this 
company extensively, condemning sev- 
eral of the points criticised in our 1906 
volume. The company was found, how- 
ever, to have issued none of the “spe- 
cial- contracts” which were severely 
criticised by the committee in com- 
menting on other companies. 
the committee’s comments were as fol- 
lows: 

“This company has showed the com- 
mittee that it has discontinued the 
writing of predated policies and the 
taking of computed premium notes en- 
tirely, this reform having been made 
by the new administration. * * * We 
would also call your attention to the 
fact that this company has never 
written any special contracts. The com- 
pany has reduced its salaries for the 
year 1906 in the amount of $37,673, and 
is prosecuting its business with great 
economy as compared with its former 
showings.” 

Commenting upon the committee’s re- 
port upon this company the “Indianap- 
olis News,” to whose review of the re- 
port we are indebted for the informa- 
_ ion upon which this report is based, 
made the following statement: 

“The analysis of the Interstate Life 
Assurance Company report shows that 
of a total reported premium income of 
$891,837.45 the cash income was $517,- 
619.95 and the premium note income was 
$374,217.50. Of total disbursements 
amounting to $823,736.94, only $48,218.98 
was paid in cash to policyholders; pre- 
mium notes made void by lapse 
amounted to $285,252.63 and the operat- 
ing expenses were $455,856.60. After 
stating that ‘67 2-3 per cent. of the en- 
tire assets of the company consist of 
the so-called loans on policies,’ the re- 
port continues: 

“It thus appears that this company, 
during the year 1905, expended for run- 
ning expenses, including the securing 
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of new business, more than 85 per cent. 
of its entire cash income and more than 
88 per cent. of its entire cash premium 
income, and more than 85 per cent. of 
the entire cash disbursements was paid 
for the expense of keeping the com- 
pany going and securing new business, 
and that it cost this company to live 
and get business, 51.1 per cent. of its 
whole premium income, including the 
premium notes, which amount to no 
more than a set off against liability on 
their policies. 

“It is but fair to note at this place 
that this company had a reorganization 
at the beginning of the year 1906, and 
that a new schedule of salaries was 
adopted, which promises to decrease 
the expense for this item alone in the 
amount of $37,680 during the year 1906, 
and that the showing made for the 
first six months of the year 1906 gives 
fair promise for a different showing 
hereafter.”’ 

The report goes on to state that on 
December 16, 1905, the company entered 
into a general agency agreement with 
Eugene C. Garwood, appointing him 
sole agent for the State of Minnesota, 
which contract was assigned by Gar- 
wood to the Tristate Insurance Agency 
on December 26, 1905. A similar con- 
tract appointing George C. Porter gen- 
eral agent for the State of Indiana was 
made December 20, 1905, and assigned 
January 22, 1906, to the American Un- 
derwriters Agency Company. This con- 
tract was canceled by the company 
September 26, 1906, because of failure 
to comply with its terms. The report 
says that this contract was a very ex- 
travagant one, the commission for 
much of the first year’s business being 
90% with a renewal commission of 11%. 
The report gives the company credit for 
having reduced its salary account for 
1906 $37,673.00, as compared with 1905. 





Keystone Guard, Athens, Pa. 


This is a new concern, patterned after 
the National Protective Legion of New 
York, Organized under the Fraternal 
Beneficiary laws of Pennsylvania. 

It promises to double members’ 
money in five years. The dividends to 
be paid are estimated, but it gives the 
impression that $500 will be paid at 
the end of five years for a monthly de- 
posit of $4, or a total paid in of $240. 

An important special report will be 
issued to any regular subscriber upon 
request. 





Keystone Life Insurance Company, 
New Orleans, La. 


This company was incorporated April 
25, 1906, under the laws of Louisiana, 
with an authorized capital of $100,000. 
Its intention was to begin business 
when its paid-in capital should amount 
to $35,000, and we understood that it 





has now been licensed, with about 


$40,000 paid in. No curplus has been 
provided for. 

It will transact life insurance on the 
legal reserve basis, issuing partici- 
pating and non-participating policies 
on the ordinary plan, and industrial 
policies will also be issued. The valua- 
tion is on the “preliminary term’”’ basis 
on all policies. The president is L. P, 
Delahoussaye. The secretary, William 
Sparling, is said to have been at one 
time State agent of the Provident Sav- 
ings Life Assurance Society .in_ the 
State of Texas. 

The company claims to have about 
450 stockholders, of business men and 
men in public life throughout the State, 





Knights of Pythias, Supreme Lodge 
(Endowment Rank), Chicago, Ill, 


On October 24, 1906, the Supreme 
Lodge, Knights of Pythias (Endowment 
Rank), adopted a new class of insur- 
ance, with rates based upon the Amer- 
ican Experience Table and 3% per cent, 
interest. The present fourth class 
members will be urged to change to 
this plan without medical re-examina- 
tion. The policies will provide for par- 
ticipation in profits and will become 
incontestable after three years. The 
maximum policy will be increased to 
$5,000 and the insurable age limit will 
be sixty years. 

We understand that the new rates 
will apply to new members only, ex- 
cept where old members voluntarily 
change to the new plan. The Hon, 
Zeno M. Host, Insurance Commissioner 
of Wisconsin, whose term of office ex- 
pires January 1, 1907, has accepted the 
position of head of the Endowment 
Rank of the Knights of Pythias and 
will have charge of its insurance af- 
fairs. The change and the choice of 
Mr. Host to take charge of its affairs 
are both to be highly commended. It 
must be remembered, however, that 
the old business is still upon the com- 
paratively insecure basis described in 
our full report on the order in “Best’s 
Insurance Reports, Life,’’ for 1906. 





Lafayette Life Insurance Company; 
Lafayette, Ind. 


Elsewhere in this issue will be found 
a review of the report of the special 
commission which has been investigat- 
ing life insurance companies of In- 
diana. This commission sharply criti- 


cised the Lafayette Life for some of 


its practices. It was found that EVERY 
POLICY ISSUED BY THE COMPANY 
was upon the “special contract” plan, 
and this system was condemned in the 
report upon each company making use 
of it. The fact that every policyholder 


received one of these special contracts 
is the best evidence that they could 
not receive any special benefit under 
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them. In the case of all the other com- 
panies a considerable part of their 
business was written without the 
special contract system, to the detri- 
ment of the policyholders who had not 
received special contracts, and the 
corresponding benefit of those who did. 
Estimates used by the company were 
strongly condemned by the committee, 
which considered tnem far too high, 
These estimates were furnished by the 
officers of the Tippecanoe Security 
Company, a concern formed for the 
exclusive purpose of selling policies of 
this company. It is not shown that 
the company itself formally approved 
these objectionable estimates, but they 
were used with the knowledge of its 
officers and directors. 


The committee found nothing to criti- 
cise in the small guaranty fund of 
$5,000, which is guaranteed not by the 
company but by the agency company. 
All the business of the company is 
written through the Tippecanoe Securi- 
ties Company. Regarding the estimates 
made by this concern in order to se- 
cure business, the report says: “An 
examination of the officers of these 
companies convinced the committee 
that the agency company had used 
reprehensible methods in the sale of 
insurance, in that they had used esti- 
mates which could not receive’ the 
sanction of persons familiar with re- 
sults of insurance.” 





Liberal Life Insurance Company, An- 
derson, Ind. 

Elsewhere herein will be found a re- 
view of the report of the special com- 
mittee which has been investigating 
the Indiana life insurance companies, 
This company has discontinued the is- 
suance of special contracts and its pol- 
icies, the use of which was severely 
condemned by the committee. The com- 
pany has not made use of this plan 
since June 1, 1906. This company was 
found to have a very liberal arrange- 
ment with the American Security Com- 
pany of Anderson, Ind., which has the 
sole agency of the company for the 
State of Indiana, to which its business 
is confined. On most of the business 


written the American Security Com- 
peny received 85% /commission on the 
first year’s premiyms and 10% renewal 
commission, apparently in perpetuity. 
The report goes fn to say that this con- 
tract was cancélled by the company on 
October 1, 1906, a necessary step, as it 
could not stand such a strain. The ex- 
penses were stated to be excessive. 

We found it necessary to criticise this 
company in preparing our report upon 
it in our 1906 book. 





Lincoln National Life Insurance 
Company, Fort Wayne, Ind. 
2 will be found 


of the special 
been investigat- 


Elsewhere in this iss 
a resume of the rep 






und that over 75.4% 
iness was written on 


The report 
that the company 
ceased issWing these special contracts 
in July, 1906. 





Majestic Life Insurance Company, 
Indianapolis, Ind. 


On other pages will be found a re- 
sume of the elaborate report of the 
special committee which recently” in- 
vestigated all the Indiana life insurance 
companies. It found that 89.9 per cent. 
of its business in force carries ‘“‘spe- 
cial contracts,’’ which it condemns. Its 
salary list is not considered excessive. 

We found little to criticise in mak- 
ing up our full report upon this com- 
pany, except its ‘‘full preliminary 
term’’ basis of valuation. This is re- 
ferred to by the special committee in 
its report, and their comments will be 
found on another page. 





Meridian Life and Trust Company of 
Indiana, Indianapolis, Ind. 


Elsewhere in this issue will be found 
an extended review of the report of the 
special committee which has just com- 
pleted an investigation of the Indiana 
life insurance companies. In our re- 
port upon the company in our 1906 vol- 
ume we severely criticised its “dated 
back” policies and its method of valu- 
ation. Both these features are simi- 
larly criticised by the committee in its 
report, which points out the excessive 
provision for expenses afforded by the 
“full preliminary term’’ plan, and the 
corresponding extravagance of the 


companies making use of it. 


It is shown that out of a total pre- 
mium income of $624,408.39 in 1905, only 
$172,661.38 was in cash, against $433,- 
549.85 in notes. Commenting upon its 
very heavy expenses, the report says: 

“It thus appears that the entire cash 
income of the company for the year 
1905 was $177,116.26, and the entire cash 
disbursements of the company for the 
year were $142,194.55, of which $118,- 
460.25 were operating expenses. 

“The ratio of operating expenses, 
both to income and to total disburse- 


ments, is as follows, disregarding spe- 
cial contract dividends entirely: Opera- 
ting expenses were 18 97-100 per cent. 
of the whole premium income; operat- 
ing expenses were 66 8-10 per cent. of 
the entire cash premium income; oper- 
ating expenses were 66 8-10 per cent. of 
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the entire cash income; operating ex- 
penses were 83 3-10 per cent. of the en- 
tire cash disbursements. 


“If, however, dividends on special 
contracts are treated as expense and 
also treated as cash receipts, then the 
operating expenses are 20 1-10 per cent. 
of the whole premium income, 69 8-10 
per cent. of the entire cash premium 
income, 68 1-10 per cent. of the entire 
cash income, and 84 1-10 per cent. of 
the entire cash disbursements. 


“It thus appears that the company, 
during tne year 1905, expended for op- 
erating and living expenses, including 
the securing of new business, practi- 
cally 20 per cent. of its whole premium 
income, more than 68 per cent. of its 
entire cash prem.ium income, about 66.8 
per cent. of its entire cash income, and 
more than 83 per cent. of its entire 
cash disbursements. 


“It will be further noted that of the 
total income of $636,141.64 only $177,- 
116.26 is in the form of cash. A very 
large portion of the remainder con- 
sisted of the so-called policy loans, 
which are in the nature of  setoffs 
against final liability on the policy 
which have no commercial value and 
entirely disappear from the assets 
upon the lapse of the policy upon which 
it is a lien. It will be noted itn the 
statement of ledger assets in said re- 
port that the company repovts pre- 
mium notes held by it aggregating 
$645,767.10, of which only $2,443 repre- 
sent first year’s premiums. 


“On the basis of ‘this showing, it 
would appear that the company had 
not written much business during the 
last year for which it had taken pre- 
mium notes in payment. On the con- 
trary, however, it appears from. the 
showing of income that it had received 
renewal premium notes in the amount 
of $441,106.23. This large amount of re- 
newal income, paid in premium notes 
or policy loans, is explained by the fact 
that the company wrote a very large 
volume of commuted premium business 
during the year 1905, and the com- 
muted premium notes are reported as 
renewal premiums instead of being re- 
ported as first premiums. The eighth 
premium received by the company is 
treated as the first premium on the 
policy, although the commuted pre- 


mium note is said to cover the com- 
muted premimum for the previous 


seven years for which the policy: is 
treated as having been in force. 


“The statement of the icdger assets 
further indicates that 80 per cent. of 
the entire assets of the company con- 
sists of so-called policy loans and pre- 
mium notes.”’ 


The report also shows that 81.7 per 
cent. of the total business of the com- 
pany carries “special contracts,”” which 
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are condemned, as shown by our ex- 
tracts from the report printed else- 
where. 

The report also refers to the $50,000 
guarantee fund of the company. The 
guarantee notes are held by the presi- 
dent, who receives the income from 
$50,000 of the company’s assets, and it 
also pays 4 per cent. for their use! 





Michigan Mutual Life Insurance Co., 
Detroit, Mich. 


ASSETS, JUNE 30, 1906. 


Real estate owned........... $290,532 82 
Rents due and accrued...... 1,642 €6 
BEGTGROMO BORME .cccccccccces 7,878,177 29 
PD: 4 dis wade Gnics Vanes one te 25,000 00 
Loans on collateral security. 7,500 00 
Agents’ ledger balances..... 11,006 28 
Loans on policies within 
their FeBETVeS ...cecececees 1,033,709 07 
Premium 1]0A@NS .......ceeeess 22,566 16 
Cash in banks and office.... 60,456 81 
Interest due and accrued... 141,234 02 
Market values over book 
values— 
Real estate......$1,627 18 
Premium on 
- bonds .......... 2,500 00 4,127 18 
Net premiums, outstand- 
ing and deferred .......... 206,728 11 





Total assets oe cccece 099,082,080 40 


LIABILITIES, JUNE 30, 1906. 
De SII a ikacikcdddcscctwes $9,170,587 00 





Death claims outstanding... 40,110 82 
Premiums paid in advance.. 6,504 44 
Interest on policy loans paid 

Sr IE Nok cake oetcens 04 14,155 00 
Dividends unpaid 1,000 00 
Deposit account ............ 1,993 63 
RE Ey ere ee rene 43,244 81 
Capital stock ................ 250,000 00 
General surplus ............. 155,084 70 

Total liabilities ........... $9,682,680 40 


INCOME DURING SIX MONTHS, 
ENDING JUNE 30, 1906. 





Premiums— 
First year ..... $120,895 40 
Renewal ...... 660,864 24 $781,759 64 

DEG 6am 660.0640 be bobeS bE 26 222,556 69 
DEEL 6nes 40600508: becbae 531 27 
DE 7 Sb nba.d0 46 veUes Cacenb acne 7,308 12 
ees. NE BOD oc in cecccncccs 483 92 

ee I “cscccecece bat $1,012,639 64 
DISBURSEMENTS DURING SIX 

MONTHS, ENDING JUNE 30, 1906. 
Death claims .......... RES $238,929 23 
Matured insurance .......... 188,305 71 
EE Sen a. ewes 500 00 
Surrender values ........... 68,806 57 
I ch 13,914 55 
Dividends to stockholders.. 12,500 00 
Commissions and bonuses.. 137,869 51 
Agents’ salaries ............. 14,011 93 
Traveling expenses ......... 8,266 84 
Medical fees and _ inspec- 

Eee® WU Weaiéacéccheoe betes be 9.350 04 











Salaries, officers and em- 

NG. a ibde'ek ss oeksts otdbiws 30,259 11 
EIS eS Pe 6,643 58 
Other disbursements, gen- 

eral EXPeNSeS ........eeeee- 66,155 44 

Total disbursements ...... $795,512 51 


This company was recently examined 
by the Michigan Insurance Department, 
was reported upon in our annual vol- 
ume, in which its financial statement 
was shown as of December 31, 1905. By 
the above statement it will be seen that 
it has since made a slight gain in its as- 
sets and a substantial gain in surplus, 
but that the income for six months 
ending June 3C, 1906, is less than one- 
half of the total income for 1905. 

The report of the Commissioner rela- 
tive to the examination of the company 
was received by us the latter part of 
October. The examination was com- 
menced the first day of August and 
completed October 19, 1906. The ex- 
amination included the transactions of 
the company for the years 1903, 1904 and 
1905 and the first six months of 1906. 
The income and disbursements were 
thoroughly checked and found to be all 
correct and vouchers were found for all 
disbursements and were carefully ex- 
amined when they were for $25 or more. 
The company was found to have paid 
all its claims promptly on receipt of 


proofs of death. 


The company, says the report of the 
examiner, uses a modified form of the 
contribution plan for the distribution 
of surplus in computing its dividends 
on the participating business. About 
40% of the business in force is on the 
participating plan. About 95% of the 
new business now written by the com- 
pany is upon the non-participating 
plan and the percentage of the partici- 
pating business is gradually decreasing. 
The factors used by this company in 
making its distribution of dividends 
have proven satisfactory and they 
have not been changed. In the case of 
the deferred dividends the policy at 
time of settlement is given the same 
dividends as would have been given 
an annual dividend policy, and in addi- 
tion thereto a proper proportion of the 
forfeited dividends of the policyholders 
who have died or who have lapsed their 
policies. 

The titles of the company’s mortgage 
loans were examined very carefully 
and no trouble in litigation over any 
defective title was found. 

Owing to a misunderstanding as to 
what was cailed for by the mortgage 
schedule the company has been re- 
porting the amount of fire insurance 
required by the mortgage instead of 
the amount actually held by the com- 
pany. However, in all cases the com- 
pany was amply protected in the matter 
of fire insurance policies. This error, 


together with a few other mistakes in 





—— 


the mortgage schedule which, when 
corrected, increased the assets of the 
company slightly, will be corrected in 
future statements. The loans that the 
company held are in most cases very 
good, the past due interest reported by 
the company December 31, 1905, having 
been p actically all paid at the time of 
this examination. Aside from the com- 
pany’s home office building the amount 
of real estate held amounts to $202,160, 
according to the appraisal made, which 
is not considered excessive in view of 
the total volume of assets held by the 
company. In only a few instances did 
the examiners recommend that any- 
thing be charged off from the book 
values of the properties. 

The policy loans were found to have 
been kept within the reserves and 6% 
interest was charged on loans under 
$1,000 and 5% on loans over $1,000. 

The company reported in its annual 
statement as outstanding only those 
claims in which official notices and 
proofs of death had been received. The 
examiners, however, agreed that where 
notice of any nature has been received 
at the close of business December 31, 
such claims should be reported and in 
the above statement such claims have 
been charged among the liabilities. 

The valuations of the company and 
the department valuations were care- 
fully checked. The company pays 
stockholders dividends of 5% semi-an- 
nually in accordance with the provi- 
sions of its charter, they receiving no 
other bonuses or compensation. The 
company has made no computation as 
to what proportion of the surplus would 
belong to the deferred dividend policies 
under the present method of distribu- 
tion. Such computation is necessary 
so that it would be possible to know 
what proportion of the surplus should 
be provisionally apportioned to the de 
ferred dividend policyholders. 

Following are the salaries received 
annually by the officers of the com- 
pany: President, $10,000; vice-presidents 
(each), $1,000; secretary, $4,500, and as 
sistant secretary, $3,500. In addition 
the members of the Board of Directors 
and the Finance Committee receive $ 
each for attending each meting of the 
board or committee. The president and 
secretary, however, do not accept these 
fees. Both vice-presidents receive sal- 
aries and fees. 

The properties owned by the officers 
upon which the company had maéde 
loans were appraised and it was found? 
that the security given was ample andj 
at least double the amount of the loans 





Mutual Benefit Association of Amer 
ica, Scranton, Pa. 

This is a fraternal order which we 
understand is patterned after the Na 
tional Protective Legion of Wavert 
N. Y. A full report upon that conce 
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deceptive methods will be found in 
Best’s Insurance Reports (Life) for 
1906, pages 382-384, 

The Mutual Benefit’ Association of 
America was examined by the Penn- 
sylvania Insurance Department and a 
report filed with.the department under 
date of July 26, 1906. This showed that 
the concern has practically no assets 
except a great volume of notes, which 
the examiner explained in his report 
represents assessments on endowment 
certificates issued by the concern, taken 
for the entire period of 260 weeks, at 
the end of which the endowment is sup- 
posed to mature. 

These concerns pretend to be able to 
pay $500 as an endowment at the end 
of five years upon assessments of a 
very much smaller amount, usually not 
more than one-half of the amount 
promised as an endowment. The utter 
impossibility of carrying ont such 
promises honestly is apparent to any 
one with even a rudimentary under- 
standing of arithmetic. 


The officers of the Mutual Benefit As- 
sociation are: President, Clawson Bach- 
man; secretary, Frank L. Fuller. These 
men became somewhat notorious for 
their connection with a number of co- 
operative fire insurance concerns lo- 
cated at Syracuse, N. Y. These con- 
cerns became involved and had disputes 
with persons who suffered loss while 
holding their policies, and who were 
unable to collect. 


The report of the examiner of the 
Pennsylvania department shows that 
aside from the notes the only assets of 
the concern on June 30, 1906, consisted 
of cash, $535.97; loans on policy notes, 
$155. It then owed $1,100 for various 
bills and $687.50 for premiums paid in 
advance, so that there was a deficit. 


ill. 





Northern Life Insurance Company of 
Illinois, Chicago, Ill. 


This company was incorporated un- 
der the laws of Illinois and its charter 
approved by the Insurance Department 
May 10, 1906. It completed arganization 
and began business in November, 1906. 

Article 4 of the Articles of Incorpora- 
tion provides that the directors shall 
be elected by ballot of the stockholders. 
The capital stock is fixed at $300,000, 
divided into 3,000 shares of $100 each. 
The amount to be payable to the stock- 
holders in the form of dividends is not 
limitéd, article 7 reading in part as 
follows: “* * * The stockholders may 
receive an annual dividend on the cap- 
ital stock held by them of such amount 
as may be declared by the Board of 
Directors, such dividend to be paid at 
the time and place designated by the 
Board of Directors.” 

The company is authorized to write 
both participating and non-participat- 
ing policies. 








The principal promoter of the com- 
pany was Lee F. Cole, its secretary, 
who was formerly identified with the 
Northwestern Mutual Life of Milwau- 
kee, Wis., and the New Yo:k Life for 
many years. 

Regarding the directors of the com- 
pany, a Chicago correspondent reported 
to us as follows in June, 1906: 

“As to the incorporators, Mr. Flick 
is a member of the firm of Wakely & 
Flick, 1710 West Sixty-third street, Chi- 
cago. Mr. Wakeiy is a member of the 
same firm, which is engaged in the real 
estate and banking business. Dr, Mad- 
ison is an occulist. His residence is at 
913 West Jackson Boulevard. I saw 
Dr. Madison at the offices of the com- 
pany, and he informed me that he was 
a banker. But I happen to know that 
he is an eye doctor with a good prac- 
tice. It is possible that he has an in- 
terest in the firm of Wakely & Flick. 
Mr. Barnes is an architect with an of- 
fice at 9 Jackson Boulevard; he lives at 
Joliet. Mr. Patterson is assistant gen- 
eral freight agent with the C., R. L. & 
P. Railroad, Mr. Young is tie presi- 
dent of the Christian Century Com- 
pany, a publication with offices at 358 
Dearborn street. Mr. Chapman, I was 
informed by Mr. Cole, is a manufac- 
turer, but I know nothing about him 
and cannot find his name in the direc- 
tory. Mr. Rawson is secretary of the 
Inter Ocean and is well known in the 
newspaper world.”’ 


We have asked the company to send 


us samples of its policy forms, which 
we will review in a later issue. 





Occidental Life Insurance Com- 
pany, Albuquerque, N. M. 


This company was incorporated un- 
der the laws of Nevada, June 2, 1906, 
and began business August 1, with an 
authorized capital of $1,000,000. Our 
last advices from the company were 
that $100,000 had been subscribed and 
paid in, together with a cash surplus 
of $10,000. The company is to transact 
ordinary life insurance and for the 
present it will operate in New Mexico 
and Arizona only. Its stock is said to 
be owned exclusively in the territory 
named and it states that at least 
$2,000,000 of its funds as accumulated 
will be kept in banks to be loaned to 
local borrowers. J. H. O'Reilly, the 
organizer and one of the incorporators 
of this company, for a number of years 
represented the Washington Life In- 
surance Company in the field. We do 
not know his territory. Other incor- 
porators of the company are: Joshua 
S. Raynolds, Solomon Luna, Rufus J. 
Palen, Alonzo B. M’Millin. 

The officers are: President, Joshua S. 
Raynolds; vice-presidents, Solomon 
Luna, C. F. Ainsworth, R. J. Palen; 
treasurer, Frank McKee; secretary and 





general manager, J. H. O’Reiily; medi- 
cal director, James H. Wroth; counsel, 
A. B. M’Millen; actuary, Edward L. 


Coriell: Executive Committee, M. W. 
Flournoy, A. B. M’Millen, Solomon 
Luna, Joshua S. Raynolds, J. H. 
O’ Reilly. 2 


The directors are: Ainsworth, C. F.; 
Blackwell, C. N.; Bowman, Henry D.; 
Cahoon, E. A.; Crieghton, H. S.; Cun- 
ningham, M. J.; Flournoy, M. W.; 
Hulett, John R.; Luna, Solomon: Mc- 
Nary, James Graham; McMillen, Alonzo 
B.; Murray, W. D.; Phalen, R. J.; Poe, 
John W.; Pollock, T. E.; Raynolds, 
Joshua S.; Rogers, Mark A.; Wells, E. 
W.; Wroth, Dr. J. H. 





Occidental Life Insurance Com- 
pany, Los Angeles, Cal. 


This company was organized June 20 
and was licensed by the Insurance De- 
partment of California on August 16, 
1906 to transact life, accident and 
health business. It is said to have a 
fully subscribed capital of $200,000 and 
a surplus of $50,000. We are not in- 
formed what amount was actually paid 
in. The business for the first year will 
be confined to California. : 

It is backed by reputable interests. 
The officers are: President, Edwin H. 
Conger, formerly United States Min- 
ister to China; Ist vice-president, 
Joseph Burkhard; 2nd vice-pr ‘ident, 
Seth A. Kenny; secretary, ¥.: 
Cramer; treasurer, John W. Vaughn; 
counsel, Benjamin E. Page; medical 
director, Dr. W. W. Hitchcock; super- 
intendent of agencies, Karl K. Ken- 
nedy; actuary, Henry W. Alstrom. 

The directors are: Bronson, R. D.; 
Burkhard, Joseph; Busch, A. H.; Con- 
ger, Edwin H.; Erkenbrecher, Byron; 
Hitchcock, R. A.; Keeney, Seth A,; 
Kennedy, Karl K.; McNalley, R. A.; 
Pagé, Benjamin E.; Vaughn, John W. 





Penn Mutual Life Insurance Com- 
pany, Philadelphia, Pa. 


Since our annual volume was issued 
this company has elected the following 
new officers: 

President, George K. Johnson (who 
succeeded the late Henry F. West); 
vice-president, Lincoln K. Passmore; 
2nd vice-president, William H. Kings- 
ley; secretary and treasurer, John 
Humphries; Mr. Humphries has been 
with the company since 1886. 





Philadelphia Life Insurance Com- 


pany, Philadelphia, Pa. 


This company was incorporated un- 
der the laws of Pennsylvania and li- 
censed by the Insurance Commissioner 
of that State April 17, 1906, as a legal 
reserve company with a paid-up capi- 
tal of $300,000, and a surplus paid in in 
cash of $40,000. The authorized capitai 
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is $1,000,000 and the company is now en- 
deavoring to sell the balance of its 
stock. 

When sufficient capital had been paid 
in, this company reinsured the Phila- 
delphia Mutual Life Insurance Com- 
pany, an assessment company, which 
was organized in October, 1905, by the 
same people. There was no reincorpor- 
ation but they are two separate and 
distinct corporations and the assess- 
ment organization simply goes out of 
business. 

The premiums of the assessment 
company were based on the American 
Table and 3%% interest, and the con- 
tract in every way was a legal reserve 
one, except that it contained an assess- 
ment clause, as required by the law 
under which it was organized. 

As soon as the stock company was 
organized and authorized to commence 
business, the policies of the assessment 
company were reinsured in the tock 
company the assessment clause elimin- 
ated. 

The incorporators of the stock com- 
pany are: Bradford, T. H.; Donaldson, 
William T.; Duane, Russell; Hubbard, 
William H.; Laughlin, Henry; Laugh- 
lin, John; Lippincott, W. H.; Maloney, 
Andrew J.; Norris, George W.; Trim- 
mer, Daniel K. 

The officers are: President, Andrew 
J. Maloney; vice-president, Daniel K. 
Trimmer; treasurer, William T. Don- 
aldson; secretary, William H. Hub- 
bard. 


Reliable Life Ins@rance Company, 
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Reserve Loan Life Insurance Com- 
pany, Indianapolis, Ind. 


See elsewhere herein for a review of 
the report of the committee which has 
been investigating the Indiana life in- 
surance companies. This company was 
criticised for the use of “dated back’’ 
policies, and on other grounds. Out of 
a total income of $1,047,485.80 only $334,- 
213.18 was cash, the balance being pre- 
mium notes. We explained this scheme 
in our 1906 volume of life insurance re- 
ports. Of the actual cash disburse- 
ments $21,737.97 only was paid to policy- 
holders, and the balance of the total 
cash items ($228,277.55) was used for 





“In computing the ratio of the op- 
erating expenses to income and total 
disbursements, as was done in case of 
other companies, we have ascertained 
as follows: 


“The operating expenses, including 
dividends on special contracts in both 
expenses and income, are 20% of the 
total premium income; operating ex- 
penses are 60.7% of the é¢ntire cash pre- 
mium income; operating expenses are 
5534% of the entire caSh income, treat- 
ing special contract Aividends as cash, 
and 90% of the entire cash disburse- 
ments. If, in asceftaining these ratios, 
dividends on special contracts are dis- 
regarded and treated either as cash re- 
ceipts or expenges, the percentage will 
be slightly smaller.” 

Continuing, the report says that 
‘76.4% of the assets of this company 
are invested in policy loans, It will 
further be noted that the operating ex- 
pense of the company is neafly 150% of 
its cash income from first/premiums.” 


It is shown that the pany made 
a most extravagant agéncy contract 
with A. L. Watters, appointing him 
sole agent for Illinois, MDhio, Michigan, 
Oklahoma, Pennsylvania, Virginia, 


Washington and Oregon, with a right 
to secure business injIndiana, but not 



















the exclusive right Ahere. This con- 
tract was assignedj/ to the United 
States Agency Cg@mpany, March 6, 


, 1908, the commis- 
t ruinous rates—on 
-payment life and 


sions were fixed 
whole life, twen 


cies, 100%; 
75% to 95%.\ Afreduction of 10% per 
annum on all missions in excess of 
75% Was to b& made after January, 
1998, 





State Life Insurance Company, 
indianapolis, Ind. 


We found it necessary to criticise 
many of this company’s methods when 
we prepared over report upon it for our 
19096 REPORTS. The company was ex- 
amined by S. H. Wolfe, acting for the 
Colorado Insurance Department, and a 
long and drastic report was filed under 
date of July 18, 1906. The “special con- 
tract” and agency company schemes 
which have contributed so largely to 
the growth of the company, and the 
preposterous estimates of profits used 
as a bait to sell policies, were most 
severely condemned. We covered the 
same ground in our full report. It was 
shown clearly by Mr. Wolfe that, while 
perhaps the directors of the company 
(there are only five, all executive offi- 
cers), did not officially approve the ab- 
surd and grossly misleading estimates 
of profits by means of which applica- 
tions were secured, yet they knew of 


operating expenses. The report says:, their use, and made no effort to pre- 








vent the continuance of the deception, 
being content to reap the benefit of the 
misrepresentation. 

The company was commended for its 
methods of crediting dividends on de- 
ferred dividend policies, and its books 
were found to be well kept; but the 
fact that a salary was paid month after 
month to an insurance journalist and 
charged to “agents’ salaries’’ was con- 
demned. 

It was found that the actual divi- 
dends paid on special or advisory con- 
tracts ranged from 19% to 60%, the 


average being very low. 
s 1 = * so 


Following closely after the publica- 
tion of the Colorado Department report 
came that of the special commission 
which has investigated all the Indiana 
life insurance companies; and while it 
reports this company undoubtedly sol- 
vent, it scores the management and its 
methods most severely. Commenting 
upon its expense ratio the committee 
says: 

“A comparison of the foregoing 
statements with a view to ascertaining 
the ratio of expense of management 
to reported premium income, actual 
cash premium income, and total cash 
income, and to entire cash disburse- 


ments, is as follows: 

“Operating expenses are 42.25% of 
the entire reported premium income. 

‘“‘Operating expenses are 46.6% of the 
cash premium income. 

“Operating expenses are 42.5% of the 
total cash income, 

“Operating expenses are 66.3% of the 
total cash disbursements.”’ 

It was found that 46.8% of the total 
business in force carries ‘“‘special con- 
tracts,”’ which are condemned. (See re- 
view of the report on another page.) 


Referring in general to the “agency , 


company” plan and specifically to the 
scandal connected with the State 
Agency Company, the report says: 

“The companies so organized and the 
date and scope of their contracts are 
as follows: 

“State Life Insurance Company; The 
Life Underwriters’ Agency, contract 
dated July 10, 1903, including States of 
Colorado, Wyoming and Utah; Great 
Western Agency Company, contract 
dated 1906, including States of Kansas, 
Nebraska, Texas, Oklahoma and In- 
dian Territory; Pacific Coast Under- 
writers’ Company, contract dated 1906, 
including the States of California, Ne- 
vada and Arizona; Underwriters’ Gen- 
eral Agerey, 1906, covering the State 
of New ork; Carolina Investment 
Company, covering South Carolina; The 
State Agency Company, 1906, including 
Indiana, Illinois and such other terri- 


tory as may be agreed upon; and the 
Underwriters’ Loan Realty Company, 


1905, including Missouri and other 
States to be agreed upon.” 
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The report deals at length with the 
State Agency Company, which caused 
A contract was made 
with O. L. Van Laningham on May 19, 
1906, with the deliberate design, the 
committee believes, on the part of both 
Van Laningham and the directors that 
it should be sold to the State Agency 
Company at a great profit. The deal 
was blocked by a restraining order of 
the Marion Superior Court and the 
scandal which followed put the State 
Agency Company out of business. The 
eontract was later assigned to The 
Great Western Agency Company: Lack 
of space prevents our printing the 
committee’s comments upon the 
schemes of Van Laningham and the 
suspicious complaisance of the direc- 
tors of the State Life in approving 
them. Their findings demonstrate con- 
clusively the danger of leaving the 
management of the company in the 
hands of the practically self-perpetu- 
ating board of directors, only five in 
number, and all officers, as already 
mentioned. Adequate supervision of 
their actions by a really representa- 
tive board of directors, chosen from the 
policyholders, should be provided, 

The committee could find only one 
company in the United States whose 
expense ratio exceeded that of this 
company, which is stated to be nearly 
double what it should be. 





Central Life Insurance Com- 
pany, Cincinnati, O. 


Union 


A report of an examination of this 
company by the Ohio Insurance De- 
partment was filed on August 9, 1906. 
No statement was given showing the 
transactions of the company for th2 
first six months of the present year. 

The report says in part: Of the 
ledger assets the real estate holdings 
constitute but a small part and _ the 
character is good. <Appraisements on 
file show the market value of the real 
estate owned to be $40,143.51 in excess 
of the book value, or amount invested; 
but the company made an arbitrary 
reduction of 10 per cent. of book value 
amounting to $55,235.23 to cover possible 
shrinkage in values and that amount is 
deducted from assets in the annual 
statement under “assets not admitted.” 
This amount, together with agents’ 
debit balances, $143,410.40, and bills re- 
ceivable, $94,902.19, aggregating $293,- 
547.82, deducted from the gross assets 
made the total admitted assets on De- 
cember 31, 1905, $49,511,297.84. In our 
1906 volume the financial statement 
shows the company’s TOTAL or 
GROSS assets, therefore we mention 
the above not admitted assets, which 
should have been deducted from the 
gross assets, and which correspond- 
ingly reduce the surplus shown in our 
book. 


A, 











The statement of this company, as 
shown in our volume, differs from the 
official statement in several items be- 
sides those mentioned above. Note is 
made below of the more important 
items. The net reserve as shown by 
our statement amounted to $40,436,928, 
whereas that shown by the statement 
used in the examination amounted to 
$40,440,885, $3,957 greater than the 
amount as given by us. The general 
surplus as shown by our statement was 
2,549,669.29, whereas that given in the 
other statement referred to amounted 
to $2,253,073.47. The total liabilities, 
therefore, in order to agree with this 
latter statement, should be $49,511,297.84, 
instead of the amount as shown in our 
report. No serious error was made. 
We accepted the statement forwarded 
to us by the company itself; the later 
statement filed with the Ohio Insur- 
ance Department was made up in a 
different manner. 

Of the 28,421 mortgage loans out- 
standing December 31, 1905, the record 
shows 755, with interest due and unpaid 
amounting to $68,103.95; of this amount, 
to April 30, 1906, $39,931.29 has been paid. 
In invoicing the company’s mortgages 
the examiners found them’ endorsed 
with the “O. K.” of the company’s at- 
torneys, indicating that the abstracts 
of title and mortgage contracts had 
been approved.+ 


On August 2, 1906, a judgment of 
$182,728.88 was rendered against the 
company in the Superior Court of 
Hamilton County in the case of that 
county against the company for al- 
leged omitted taxes on life rate en- 
dowment surplus and on deposits in 
banks in the years 1897 to 1901, in- 
clusive. The case was pending Decem- 
ber 31, 1905, but the question involved 
then being in dispute and undeter- 
mined, no liability in that behalf was 
entered in the annual statement. An- 
other suit pending in the same court 
to recover alleged taxes has not been 
decided. 


The company issues special forms of 
policies which receive credits and are 
terms “Life Rate Endowment” and 
*‘Life Guaranty.”’ Of these two classes 
of policies the actual mortality is di- 
minished by gains from lapse and sur- 
render and profits forfeited in case of 
death. The ratio of this reduced 
amount to the expected mortality con- 
stitutes the percentage of mortality to 
be charged against the policies. 
Twenty-three per cent. of the expected 
mortality was used for the 1905 ac- 


cumulations on the “Life Rate Endow- 
ment” and 26% on the “Life Guar- 
anty.’’ 


The company distributes on what is 
known as the “Contribution Plan” for 
all annual dividend policies and rever- 
sionary addition policies. Life Rate 
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Endowments and Life Guaranty poli- 
cies are treated somewhat differently, 
being on an “individual class” plan 
and are larger than by the “contri- 
bution plan,” as profits from lapses 
and surrenders on the Life Rate En- 
dowment and Life Guaranty policies 
remain to be divided among the pol- 
icyholders of those classes instead of 
passing to the general surplus of the 
company, as would be the case under 
“contribution plan.” 


To the ascertainment of the amount 
of the dividend funds and the proper 
basis of its contribution the actuarial 
talent of the company was found to 
have been sedulously applied. “The 
entire business (including stock poli- 
cies) of the company is carefully classi- 
fied by kinds and years of issue and 
the mean costs applied; the aggregate 
of the results thus determined gives 
the total expected loss on the amount 
at risk for the current year. At the 
close of the year the total expected 
loss on the amount at risk is compared 
with the actual losses, less reserves on 
same, and thus the net gain for the 
year, due to better vitality than ex- 
pected, is obtained. The gain per cent. 
on the total expected losses is then 
applied to the cost on each policy for 
each kind and year of issue and age. 
This gives one of the three items of 
each dividend. Some companies re- 
turn to policyholders the entire profit 
from this source and others return only 
a large part of it, passing the re- 


mainder to the surplus. It is the prac- 
tice of the Union Central at the pres- 


ent time to return to its participating 
policyholders the entire savings from 
this source, which amounted to nearly 
40% for the past year.”’ 


The Union Central Life Insurance 
Company makes a practice of with- 
holding its annual dividends until the 
third year of the policy, paying the 
first dividend when the policyholder 
pays the third premium. This is due 
to the present-day method of obtain- 
ing business by paying large commis- 
sions on the first premiums. On _ its 
limited payment life policies, two divi- 
dends are paid after the policy has be- 
come fully paid, before reducing such 
dividends to a paid-up basis. Likewise 
it pays on maturing endowments and 
on all death claims two dividends with 
the payment of the face of the policy. 


The company, in dealing with load- 
ing and expenses, charges all initial 
expenses to the first premium, and the 
excess of expenses over loading is 
carried as a negative item until offset 
by gains from mortality and interest 
and other sources of profit in subse- 
quent year, but in all other cases, viz: 
for annual dividends on all other forms 
of participating policies, whether paid 
in cash or reversionary additions, a 
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practical method rather than a scien- 
tific one has been adopted. 

This investigation has been made in 
order that the relations of stockhold- 
ers and policyholders to the non-par- 
ticipating business may be considered 
and in order that if it should be found 
that any of the present surplus has 
arisen from profits on non-participat- 
ing policies, and the same is subject to 
appropriation by stockholders, that the 
amount be ascertained and charged as 
a liability under “unpaid dividends to 
stockholders.’”’ 

The examiners maintained that the 
following propositions are indispu- 
table: 

First: Stockholders cannot now or 
hereafter appropriate any of the sur- 
plus of December 31, 1905, in excess of 
the 5% semi-annual dividend on the 
present stock of $100,000. 

Second: Stockholders cannot appro- 
priate future surplus accruing from 
participating business now in force in 
excess of the 5% semi-annual dividend 
on the present stock of $100,000. 

Third: As against holders of par- 
ticipating policies now in force, stock- 
holders are limited by the by-laws to 
the 5% semi-annual dividend on the 
present stock and future profits on non- 
participating business. 

Fourth: While the by-laws might be 
amended so as to give stockholders a 
larger claim on surplus arising from 
profits on participating business there- 
after written and more capital stock 
might be issued and dividends on such 
increased capital declared from profits 
on participating business thereafter is- 
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sued, no such amendment or increase 
of stock could enlarge the claims of 
stockholders on profits from partici- 
pating business now in force beyond 
the 5% semi-annual dividends on the 
present $100,000 stock. 

Fifth: There being no separation of 

the non-participating from other busi- 
ness on the books of the company, it 
is difficult and perhaps practically im- 
possible to make a reliable profit and 
loss account of non-participating busi- 
ness. 
Sixth: If the company should under- 
take to keep a separate account of 
such business on its books, neverthe- 
less, in view of the large volume and 
complexity of its business and _ the 
necessary intermingling of the two 
classes of participating and non-par- 
ticipating business in any company 
which does both, no precise separation 
and statement of profits and losses in 
the two classes could be made, 

Compared to the amount written in 
former years, but a small volume of 
non-participating policies has been 
written in recent years and such poli- 
cies are now issued only when de- 
manded by persons who desire them in 
preference to participating policies. 

Owing to the death on June 18, 1906, 
of Governor John M. Patterson, presi- 
dent of the company since 1891, Jesse 
R. Clark, the treasurer of the com- 
pany, was elected to the presidency on 
June 30, 1906, Mr. Clark now filling the 
positions of both president and treas- 
urer. On the same date E. P. Marshall, 
the secretary and actuary, was elected 
second vice-president and assumed the 
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duties of that office in addition to those 
of secretary and actuary. 

Since June 30, 1906, the annual sal- 
aries have been and now are as fol- 
lows: President (who is also treas- 
urer), $12,000; first vice-president, 
$2,000; secretary and actuary (who is 
also second vice-president), $12,000; 
medical directors (two), each $4,000; 
superintendent of agencies, $6,000. 

An expression of thanks was tendered 
officers and employes for courtesies 
extended and assistance rendered. 





Western Life Indemnity Company, 
Chicago, Ill, 


An examination of this concern as of 
August 31, 1906, was made by the Illi- 
nois Insurance Department, the report 
being dated September 26, 1906. It 
shows admitted assets of $262,228.94, 
with liabilities (mainly unpaid loss 
claims) aggregating $127,692.35, leaving 
a balance of $134,536.59 to protect its 
contracts. The liabilities do not in- 
clude any reserve to provide for the in- 
evitable increase in the cost of insur- 
ance as the membership grows older. 
The report shows a falling off of over 
$3,000,000 in the amount of insurance in 
force between March 13 and August 31, 
1906. 

The total income was $191,376.25 and 
the disbursements $252,790.57. The 
death claims alone exceeded the entire 
income. 

We commented at length upon the 
unhealthy condition of this association 
in our full report, published in our 
1906 volume. 
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